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The “Time” Factor 


“Lack of recent information is responsible for more 
mistakes of judgment than erroneous reasoning.” 
—Matthew Arnold 


] If Matthew Arnold had been a credit man he might 
have said as Credit Interchange Service does: 


“Poor Information not Poor Judgment Causes Most 
Credit Losses.” 


——because the poorest of poor information is old, out- 
of-date information. 


It is no longer necessary to rely on old, shopworn, 
cold-storage information. “Today’s facts” are avail- 
able through Credit Interchange Service. 


Credit Interchange Bureaus 
National Association of Credit Men 
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“The last round-up 


In travelling about the country during recent months, I have 
My once again become impressed with the fact that many of our 
people, including business people who might well keep their eye 
focused almost entirely on their own business affairs, are watching 
the action of the stock market. There has been in existence now for 
one year a bull market. In the early part of this year the forces 
were strong enough to overcome the usual seasonal reaction after 
the turn of the year in the stock market. 

I do not wish to appear as one who fears that a rising market means 
immediate death to our hope to restore sound and sane prosperity. But 
the speculative aspect of the market is indeed discouraging to those 
of us who thought that 1929 had shocked enough people into a 
recognition of the fact that we cannot gamble ourselves to pros- 
perity—either as individuals or as a nation. 

No doubt, some of the market trend has been due to inflationary 
fears but that cannot be given as the sole cause of this phenomenon. 

On a recent Monday-the Supreme Court was announcing the TVA 
decision. As soon as it was learned that the Chief Justice was read- 
ing the decision, the speculative element in the New York market 
began buying because it felt that, with the Chief Justice reading 
the opinion, it would be unfavorable to the TVA. In less-than half 
an hour a huge buying wave resulted. As soon as the real meaning 
of the Supreme Court decision was understood, there was another 
wave of activity, this time the buyers making every effort to liqui- 
date. Such action generally unsettled the market. 

And this and other speculative action is in the face of an implied 
although not openly expressed warning by the Federal Reserve 
Board of Governors which recently raised margin requirements on 
brokerage accounts to 55%. ‘The lack of demand for bank credit 
and the fact that much of the buying is on a cash basis makes possible 
less control of the market than might be desired. In fact, during a 
recent fiscal week a turnover of twenty-three million shares involved 
only an increase in broker loans of one million dollars. 

Because the market crash dramatized the end of the “new era” 
prosperity, we are watching the market closely today, but we must 
not forget that real estate speculation, railroad booms, commodity 
speculation, and monetary panaceas have also brought an end to 
other prosperous periods, and so we must be alert to check over- 
indulgence in other lines than the stock market, if we are to make 
the coming prosperity a lasting one. 

If the present pace of the market continues, however, the his- 
torians of the future may well characterize this period as “the last 
round-up.” Certainly the sheep are swarming in. It may be the 
last shearing. A serious market set-back would bring repercussions 
which might well result in the elimination of all margin buying and 
drastic curtailment of stock market operations. 


Executive Manager, N.A.C.M. 


A piece of her mind 


Wherein HELEN MUTNICK, Credit Correspon- 


dent, Reliance Paint and Warnish Company, 
Detroit, Michigan, makes some pointed remarks 
about credit men and the letters they write. 


Read it-then write us what you think! 


Whenever | have started to talk 
about letter-writing, the men who 

li have always settled back in their 

chairs and gone to sleep have been 
che credit men. I have always been 
able to secure the attention of salesmen 
who want to know how to put a punch 
into letters, and how to end a letter 
so that the customer will send in his 
order, but the credit men have always 
snuggled down further in their chairs 
and emitted a larger snore. 

Because of this attitude, it has been 
the salesmen who have become “letter- 
minded”, and today most firms are 
spending thousands upon their sales- 
letters. Everybody takes a hand in 
writing the sales-letters, and as a result 
when these letters come to you they are 
alive, human, witty and usually succeed 
in interesting you. 

But nobody helps the credit manager 
compose his letters. Daily the credit 
man grinds out his letters, stopping 
the credit of some customers, trying to 
coax or bully other customers into pay- 
ing on their past due accounts, and in- 
forming new customers that their cred- 
it is not up to the standard of the 
firm, and therefore they must pay cash 
if they intend to buy any merchandise 
from his concern. 

Now, most credit men I have met 
are interesting men with a keen sense 
of humor, who look and feel alive, and 
are entertaining to talk to. But what 
happens when these men sit behind 
their desks and start their daily dicta- 
tion? Because they lack this incentive 
of continually gaining new customers, 
and because it is the easiest way, credit 
men fall into the habit of using stereo- 
typed and worn-out phrases that com- 
pletely hide the personality of the man 
writing the letter. 

Credit letters invariably lean back- 
wards in their formality and dignity. 
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They lack spark, ingenuity, and friend- 
liness, not because the credit man him- 
self is a grouch, or a person without 
friends, but because the writer has used 
personality-hiding phrases and words. 

It is true that in school we were 
taught to be “‘business-like” in our busi- 
ness correspondence, which really meant 
the elimination of all personalities, but 
it is my contention that this teaching 
is wrong. Eliminating personalities 


means eliminating personality, leaving 
dignity. 

Some business men are afraid that 
a lack of these hackneyed phrases in 
their letters represents a lack of educa- 
tion, whereas it is actually the other 
way ’round. Other business men are 
afraid of insulting the customer by too 
much friendliness in their letters, but 
it seems to me that a formal, coldly- 
worded letter stands a better chance of 
insulting the reader than a letter that 
is trying to be friendly. 

As credit manager, in the course of 
your day’s work, you have occasion to 
turn down an order from a customer 
who has over-extended his credit limit. 
Suppose you send him a letter some- 
thing like this: 

“We acknowledge with thanks re- 
ceipt of your order of Feb. 15th, but 
same cannot be shipped until we re- 
ceive a further check on your account, 
which now stands at $152.65. Merchan- 
dise will be shipped promptly upon re- 
ceipt of a check totaling $50.00 or 
more.” 


Then what happens? The salesman 
comes rushing in angry and excited, 
because the formality of this one credit 
letter has ruined weeks and months of 
his work. The salesman has worked 
to build up a tone of friendliness and 
helpfulness between the customer and 
the firm, and then a formal letter from 
the credit department goes out to the 
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customer. The whole structure is torn 
down. ; 

I have often heard customers calling 
some salesman their friend, but I have 
less often heard them calling the credit 
manager their friend. And yet the 
credit man can be more of a friend to 
the customer than the salesman. Why? 
Because the salesman has a tendency 
to over-sell a customer, and you, the 
credit man, having had much more 
financial experience, can guide the cus- 
tomer into a safe financial channel. If 
you can express this attitude in your 
letter, instead of making the customer 
feel as though you were a drag on the 
sales department, he will feel, instead, 
that you are safeguarding and helping 
him. 

Naturally, it is hard to convey this 
feeling of friendliness and helpfulness 
in a letter, but it can be done. Some 
of you are going to tell me that you 
cannot do this because you do not know 
the customer, never having called on 
him. You can be friends with a man 
without having to address him as 
“Dear John.” The secret lies in get- 
ting your personality across to the 
reader of your letter. If you can suc- 
ceed in making him feel the power of 
your personality, you will have suc- 
ceeded in making a friend for your 
firm. 

What do I mean by personality- 
hiding words and phrases? ‘To me 
these are phrases that are so over-used 
and worn out that the original mean- 
ings (if they ever had any) have been 
lost. Here is a sample: 


“In answer to your letter of the 14th.” 


Is there some law that compels a 
writer to use this phrase at the begin- 
ning of a letter? I realize that in 
dictation this is the first phrase that 
comes to the mind of the dictator, but 
also it is the first phrase in practically 
nine-tenths of the letters that come to 
your customers. Do these words ex- 
press anything about your likes or dis- 
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likes? Do they in any way indicate 
to your customer what your mood is? 
No. The words are a mere formality 
which convey nothing, take up space, 
and set the tone for the letter. 

If these words only took up space, 
and gave you an easy beginning to go 
into the body of the letter, I would 
not consider it such a crime to use 
them, but the danger lies in the fact 
that they start the letter off on a for- 
mal tone—which is just the tone you 
want to avoid. 

Why not begin something like this: 

“Yours is the first letter I saw this 
morning, and it is certainly pleasant to 


receive your check paying part of your 
account.” 


Or like this: 


“Yes, we'll extend your note for thirty 
more days, as you request in your letter 
of the 14th.” 


Or this: 


“On this cold wintry morning, I envy 
your Florida sunshine, and when I read 
your letter of the 14th, all I could think 
about was going in swimming. With so 
much sunshine on hand, I know that 
you are not going to feel so bad when 
I explain why we cannot extend you any 
more credit until we receive another 
check.” 

You will notice that in each of these 
starts you have begun with a human, 
everyday phrase, one that your cus- 
tomer uses himself. You are making 
the customer conscious of the man be- 
hind the letter by telling him a little 
about your likes and dislikes. 

Going on to the body of the letter, 
very often I have come across the 
phrase “After due consideration,” and 
I have always wanted to know how 
much consideration was “due consider- 
ation.” Instead of using an empty 
phrase like that, why not try something 
like this: 

“The sales manager and I have 
talked this matter over, and we have 
tried to see it both from your angle and 


ours, and after an hour’s discussion we 

decided that the best thing would be not 

to extend you any further credit, and 
this is why.” 

What customer could be insulted at 
a letter containing such a friendly yet 
definite refusal? By telling him what 
has gone on behind the scenes, you 
stand a greater chance of clinching this 
customer as a friend, and continuing 
his business on a cash basis. 

Many writers use the phrase ‘We 
beg to advise.” If they were speaking 
to the customer they would not beg 
to advise him. They would go ahead 
and advise him, so why not do it in a 
letter? It doesn’t sound any better in 
a letter than if you used this phrase in 
talking. 

Probably you yourself have used the 
words “Upon investigation.” Instead 
of using this phrase, why don’t you tell 
the customer what investigation you 
did, and why you have to turn him 
down? An ounce of explanation is 
worth a pound of phrases such as these. 






STILTEO VERBIAGE — 


Now we come to the worst word of 
all in setting a tone of formality to a 
letter. It is the use of the word “we” 
in place of the word “I.” I cannot see 
how you will be able to project your 
personality across to the customer if 
you are going to hide behind the word 
“we.” Unless your firm absolutely 
forbids the use of the singular pronoun, 
a few I’s sprinkled through the body 
of the letter will bring about a closer 
feeling between you and the reader of 
your letter. 

And, lastly, consider your greatest 
aid in establishing a friendly tone to 
your letters—the use of everyday ordi- 
nary slang. Your customer under- 
stands slang because he uses it every 
day, and, nine (Continued on page 32) 
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Is December 31 a natural? 


The idea behind “the natural business year’ is explained by 
ALEXANDER WALL, Secretary-Treasurer, Robert Morris Associates. 


Sometimes December 3l1st is a 

Fy osc This means that there 

i are industries which may use De- 

cember 31st quite naturally as a 

date for inventorying and to close the 
books after an annual operating period. 

But there are many industries for 
which this date is distinctly artificial, 
abnormal and truly undesirable. To 
bring this statement into easy under- 
standing let us hypothesize a little. 

Mr. Manufacturer engages in the 
production of merchandise which sells 
in the late summer to the ultimate 
consumer. Working back from retailer 
we pass through the period during 
which the wholesaler, jobber or general 
distributor has handled this merchan- 
dise. Back of this group comes the 
producer, Mr. Manufacturer. 

A schedule of the movement of such 
goods might be, roughly and for de- 
scription sake, something as follows: 


Bulk consumer purchases August. 

Bulk retail store purchases July. 

Bulk distributor purchases April— 
June. 

Manufacturing 
March. 

This covers a year and is quite prob- 
ably only theoretical because too dis- 
tinctly segregated and sharply marked. 
But many businesses have production 
and distribution histories quite like this 
assumption. 


What is the condition if this Mr. 
Manufacturer takes inventory and 
closes his books as of December 31st? 
He will have been piling up his inven- 
tories for some four, five or six months 
in preparation for the outgo to distri- 
bution which will begin in January and 
bulk in April to June. His inventory 
will be quite high, his factory will be 
running full blast, his business will be 
under production pressure. 


period August— 


It will be extremely inopportune for 
him to slow or shut down his produc- 
tion line to take inventory. It will be 
dificult for him to supplement clerks 


in one department by drawing from 
another in order to expedite the taking 
of inventory. Altogether this date is a 
mess for him as a statement date. 

Suppose Mr. Manufacturer decides 
to do something original and independ- 
ent and selects April 30th as the date 
on which to close his books and issue 
his statement. What conditions will 
confront him? His manufacturing 
process will be past, his selling cam- 
paign will have moved most of his in- 
ventory away so that in physical vol- 
ume it will be quite moderate as com- 
pared to what it was on the preceding 
December 31st. 

He will be able to take his inventory 
much easier, and more cheaply because 
it will be smaller. Because manufac- 
turing processes are at a low activity 
they will be hindered very little by 
inventory taking. Clerks can be moved 
from one department to another to 
assist in inventory taking. 

Under the first assumption Mr. 
Manufacturer uses an artificial calen- 
dar date and under the second a ra- 
tional, natural date. The disadvan- 
tages and advantages so far discussed 
concern operations. Under the un- 
natural date there are costs and con- 
flicts entirely disproportionate to the 
costs and convenience of the natural 
date. Are there perhaps any other 
less obvious advantages? But cer- 
tainly! 

Given a condition of an accumulat- 
ed, rather substantial inventory, we 
find almost always an inflated current 
debt. An arithmetic example shows 
the change when seasoned operation 
reduces the inventory. 


High Inventory and Receivables 


Current Assets 
Current Debt 
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Current Ratio 


2 for 1 or 200% 


Low Inventory and Receivables 

$ 6,000 + $ 1,000 
15,000 5,000 
10,000 — 15,000 


$31,000 
6,000 
5.16 to 1 or 516% 


It has been assumed above that 
$1,000 of the reduction of inventory 
and receivables was retained in the 
cash account and $19,000 applied to 
the reduction of current debt. Quite 
obviously the second statement shows 
a prettier current position, a more at- 
tractive proportion. The cash alone is 
enough to liquidate the current debt, 
while in the first statement the cash 
was only 20% of the current debt. In 
addition to being easier and cheaper to 
produce, the statement would seem to 
rate higher in credit analysis. 

There is also another distinct advan- 
tage to Mr. Manufacturer in selecting 
the date which will be away from the 
concentration existing around Decem- 
ber 31st. During the several months 
following the first of the year the flow 
of statements into the banks creates a 
tremendous congestion in analytical and 
contemplation procedure. Department 
analysts are driven to top speed to com- 
plete the analysis of each statement as 
rapidly as possible. They are always 
behind. Loaning officers have a very 
heavy load of executive examination 
into risk and interview periods. 

While everyone does his best and 
uses all possible consideration, still each 
one, from top to bottom, is under un- 
usual pressure. Unusual pressures breed 
haste. Haste hinders judicial review, 
thoughtful consideration and quite side- 
tracks suggestive criticism, substituting 
therefor a protective attitude of being 
simply safe. 

If the log jam of December 31st 
statement dates can (Cont. on page 34) 


$19,000 Net 
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eveloping the 


credit man 








training his mind. Of course it is 

undebatable that a man must train 

himself specifically for the line of 
work that he is pursuing or intends to 
pursue. 

In that last sentence, “is pursuing” 
emphasizes the necessity of continuous 
training. This means association with 
men in his own line; it means the 
reading and owning of the new books; 
it means a persistent perusal of the cur- 
rent magazines devoted to his busi- 
ness; it means the attending of lectures 
and an occasional study course. ‘This 
is only what he expects of -his physi- 
cian, of his preacher, of his boy’s teach- 
er, in his demands that he keep “up- 
to-date.” 

So this article is a plea for what we 
may term “background” —a _ mind 
stored with a fund of material that 
will serve the possessor when the de- 
mand arises. An opportunity will only 
make a man ridiculous if he is not pre- 
pared for it. 

The best book-man who calls on me 


a man never stands to lose by 
Vv 


by Dr. PAUL HICKEY, President, 
Detroit Institute of Technology 


limits his discussion of his firm’s texts 
to a very few moments, but during the 
time he is in the office he learns more 
of our needs and creates more wants 
than any of the men who make an ef- 
fort—often a painful one—to impress 
me with the superiority of their prod- 
ucts. Furthermore, I am always de- 
lighted with the conversation and he 
finds me in a receptive mood whenever 
he chooses to come. He always sells 


himself. His background is impres- 
sive. 
Assuming, then, that the Credit 


Man knows his job technically, and is 
always improving himself profession- 
ally, his success will be closely related 
to the development of his own per- 
sonality. This means the accumula- 
tion of more and better “business con- 
nections” and a steadily mounting im- 
portance in the competition. of his 
group. 

The matter of “background”’ is as- 
suming tremendous attention in every 
well-paid profession. The business 
world sits up and takes notice of the 
mind that grasps a situation quickly 
and clearly and rewards its possessor 
accordingly. The mind that can ap- 
proach the problem from many angles 
is the mind to which we refer. To be 
specific, how far would a Credit Man 
get who decided my case on my bank 
balance alone? 


The psychology of it involves an un- 
derstanding of me, my temperament, 
my ability to make and keep friends, 
my social activities, my character. A 
man needs only to sit down for a quiet 
half hour and catalog his acquaintances 
to discover how quickly he will sepa- 
rate out those in whom he has confi- 
dence, and confidence is the basis of 
credit. I know several men with large 
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bank balances to whom I would not 
loan money. 

The fundamental aim of all trade is 
to make profit. The fundamental aim 
ot the Credit Man should be to in- 
crease profitable sales. How absurd to 
imagine that his sole function is to re- 
duce losses. No man in the whole or- 
ganization has a greater opportunity to 
make friends for the concern, increase 
the volume of business, smooth the 





An exchange says: “A Credit Man 
is a composite union of many trades, 
unions, callings, professions, and arts. 
To be a eee — man, he must 
be coins of a lawyer, an expert 

ychologist, a fair aeaee logist; a 
fistorian, an esti CP.LA., a 
never failing physiognomist, a modem 
prophet, naturall without honor in his 
own country.’ Ties Credit News 
reports. 

"To be an ideal credit man, he must 
have something of the patience of Job, 
the wisdom of Solomon, and the cour- 
age of David. He must possess tact, 
ability to concentrate, power of analy- 
sis, initiative, memory and sales ability. 
When business is du |, and failures are 
plentiful, and his customers are holding 
the dollars so tightly that you can a 
the eagle scream in pain, w when the h he head 

of the firm is complaining of the losses, 
the credit man must be of the type that 
can look unperturbed into the face of a 
bankrupt when he testifies he has for- 
gotten his name and address.” 





ruffed fur of the irate customer, in 
short, demonstrate the firm’s policy. 

I received a letter the other day from 
a credit man, a letter of inquiry con- 
cerning a friend. It was crude, it was 
stilted, it had three grammatical mis- 
takes, it asked specifically for informa- 
tion that my evident relationship with 
the man could not supply. I would 
remark that this Credit Man might 
profit by personal development—by fill- 
ing in a richer “background.” 
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The old adage, 
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“Necessity is the 
mother of invention,” 
\y larly applicable in the case of our 
development of a series of collec- 


covering your purcheses for the mouth of ae 
which we heve not yet received your remittance, ing 
“8 Seah nctorting: 3: OS ey ‘books of 


statement is to determine if our records agree 
disclose any point of difference. as 


correctness of these charges. any adjustments or 
ther information you may desire will receive cor peonot 
attention. eee 


“We help debtors 


write us letters’ 


tion letters and another series of form 
letters easily adaptable for our debt- 
or’s use in replying to our letter. In 
other words, we not only write our 


is particu-’ 
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RMSCO ASHESTOS CO. 
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says JOHN W. POPPLE, Credit Manager, Emsco Asbestos Co., 


Downey, California, in outlining his interesting collection system. 


debtors, but we give them a form let- 
ter, as illustrated on the opposite page, 
so that they can send it to us with 
their answer. 

The Emsco Asbestos Company is a 
manufacturer of brake lining and sup- 
plies jobbers of auto parts throughout 
the country. Because our business was 
expanding rapidly, with new customers 
being added from practically every 
state, a problem was developed. The 
factor of time and distance from the 
home office in California was some- 
thing needing sensible solution, since 
the subjects for credit determination 
and collection contact were, in many 
cases, located hundreds and thousands 
of miles from our headquarters. 

Personal contact by the Credit De- 
partment was obviously impossible in 
most cases. The necessary correspond- 
ence, nevertheless, had to be handled 
at one desk in California. And so it 
became necessary to develop some 
means of accomplishing as much as 
possible of this work at one lick. 

We realized that we had to make 
one contact, with regard to the collec- 
tion of a past-due balance, accomplish 
three important things: 


1. Bring to light any hindrance in 
connection with the payment of the ac- 
count. 


2. Get a response from the cus- 
tomer. 


3. Get the money or a commitment 
concerning the payment of the amount 
due. 


The idea that these main points 
could be covered in one reply form re- 
sulted in the one on the opposite page 
which is now being used. It is ac- 
companied by a standard statement 
form showing the invoices as usual, 
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and the letter illustrated on page 8, 
of course, always goes with it. 

The writer has found it necessary 
in his experience first to remove any 
misunderstanding or disagreement as 
to the amount due. Thus we are in 
a good position to ask for payment if 
the amount is due. The first letter, 
which is reproduced on the left hand 
page here, is designed chiefly with this 
thought in mind and approaches the 
customers with the idea of reconciling 
the account. 

The general tenor of the letter, as 
you see, stresses a desire to get together 
with the customer in an understanding 
as to the correctness of the account. It 
is not merely a request for payment 
based on the assumption that the sum 
mentioned by the writer is correct. 

You see, we may not be right—the 
customer may have a very good reason 
why he has not paid the account and 
that reason may well be unknown to 
the credit department. For instance, 
we have had salesmen fifteen hundred 
miles away from the home office who 
have made all kinds of unauthorized 
promises. But unauthorized or author- 
ized, these promises were accepted by 
the buyer and could be the cause for 
friction if we allowed it to develop. 

Getting the customer to reply to a 
collection letter, as we all know, is 
one of the big- problems of the credit 
department. If any of us receive a 
form letter, we are very apt to file it 
immediately in the waste basket. The 
customer is a busy man (or we hope 
he is!) and hasn’t much time to spend 
answering our letters. The reply form 
and the stamped, addressed envelope 
make it easy for him to reply—at least 
he may not get provoked at us for writ- 
ing him. 

With this thought in mind, the let- 
ter is always typewritten so that it 
looks like an original even though it 
is a standardized form letter. At 
least, the fact that. it is typewritten 
gives us a chance of having the cus- 
tomer begin reading it. And in it we 
try to impress him with the fact that 
we are not yet ready to put him in 

jail but are merely trying to get to- 
gether with him. He keeps on read- 
ing and discovers that we have en- 
closed a convenient reply form cover- 
ing every situation and a _ return 
stamped envelope for his convenience. 
In such case, there can be little reason 
why he shouldn’t answer. And he 
generally does. 





Our experience in using this letter 
and the reply form over the past two 
years has shown that in the majority 
of cases the customer responds. ‘The 
reply form is not always returned, but 
we do notice that the return envelope 
often comes in with a check in it. In 
many cases, the reply form is used as 
a remittance advice with check at- 
tached—dquite often including also the 
current month’s billing. And if there 
happens to be a difficulty which is hin- 
dering payment, the reply form comes 
back with ample notations. In many 
cases the customer indicates the date 
he will send in his check. 

This is not the whole of our sys- 
tem however. We have a second let- 
ter which is not reproduced herewith, 
but which I will outline: 
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Second letter 


Gentlemen: 

Under date of January 15th we 
forwarded a detailed statement of 
your account for the month of 
August. Since we have received 
no reply to our letter we presume 
that the amount of $40.41 is cor- 
rect. 

As you know, the charges en- 
tered during November are now 
past due. Will you kindly for- 
ward your check, in order that 
the account may be brought up to 
date? 


Yours very truly, 
Emsco Asbestos Co., 
By J. W. Popple, 
Credit Manager. 
You will note that (Cont. on page 37) 
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With an upturn in business, finan- 
cial statements will, on the aver- 
Wi age, reflect, heavy accounts receiv- 
able and a shortage of working 
capital. Profits in any business being 
dependent upon working capital and 
the rate of turnover, it is imperative 
that accounts receivable be kept in as 
liquid a state as possible. In this the 
trade acceptance can play an important 
part. 

The use of a trade acceptance is 
often misconstrued. It is not a “cure- 
all” for poor credit risks and should 
not be used where the credit of a cus- 
tomer is such that it is advisable to 
secure cash in advance of shipment or 
make a sight draft delivery. 

During and shortly after the World 
War a movement was launched to 
popularize the use of the trade accept- 
ance between the larger corporations of 
the ceuntry in an effort to stimulate 
credit expansion. Business houses were 
urged both to give and take, little con- 
sideration being given the financial 
condition of either the acceptor or the 
maker. 

Those whose financial condition was 
exceptionally strong were reluctant to 
accept such a plan, while those whose 
cash and physical position had suffered 
seized upon the opportunity to obtain 
credit via the trade acceptance with 
resultant losses to those creditors hav- 
ing more faith than knowledge of the 
use of the trade acceptance. 

Today, however, with the working 
capital of a good many companies at 
a minimum, which paradoxically can 
be due to either a lack of business or 
an abnormal increase, the trade accept- 
ance has, in either case, a very definite 
place and value in the business of all, 
from a somewhat different angle. 

In the opinion of many it is good 
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The trade acceptance: 


by JOHN H. PETO, Worthington Pump and Machinery Corp., Harrison, N. J. 


_ PURCHASER’S RECORD 


wey 6s 


* 


ACCEPTANCE foo 
DATE 


~ BANK 





AT 





Ree: 
ey 


COVERING INVOICES 





Reverse of center 
portion of form 
on opposite page 


Its effect on accounts receivable, working capital, profits. 


policy for the business house extending 
credit to obtain a trade acceptance 
from those customers who are known 
to be good risks; that is, those whose 
physical assets are of sufficient propor- 
tion to outstanding indebtedness to war- 
rant faith in the solvency of the busi- 
ness, but whose debt paying reputation 
has always or has just recently become 
delinquent to the extent of four to six 
months in the settlement of thirty-day 
invoices. 

In securing a trade acceptance from 
such a customer, you do NOT improve 
the existing credit risk, but you do 
improve the chances of collecting 
your money on the agreed terms of sale, 
for most people will arrange to meet 
a signed obligation when due, whereas 
they would permit an open account to 
lag. 

This seems to hold particularly true 
with the trade acceptance, more so 
than with a note. And, why not? For, 
after all, the trade acceptance when 
taken by the seller from the purchaser 
does not represent the same degree of 
inability to pay on the part of the 
purchasers that a note generally does. 
It is actually taken as a form of in- 
surance for prompt payment from those 
who could if they would. In obtain- 
ing a trade acceptance under such con- 
ditions a more liquid debt or account 
receivable is maintained, and if prac- 
ticed extensively will reduce the per- 
centage of delinquent accounts thereby 
permitting a greater turnover of work- 
ing capital with resultant profit. 

In order to better understand the 
trade acceptance a comparison with the 
promissory note is advisable. Compar- 
ing them, we find that a note repre- 
sents a promise to pay; a trade accept- 
ance an order to pay. ‘There is a 
recognized form governing the trade 
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acceptance, any deviation from which 
would affect its value under the nego- 
tiable instrument law. 

The laws governing notes are more 
flexible regarding the manner in which 
they can be written but they must con- 
tain a promise to pay at a definitely 
stated time for value received. 





A note may be given by anyone to 
cover either an old obligation arising 
from a merchandising transaction or a 
personal debt, whereas the trade ac- 
ceptance is a draft drawn by the seller 
of goods, a merchant, upon the pur- 
chaser, also a merchant, and accepted 
by the purchaser as payable at a cer- 





tain definite time and place without in- 
terest or qualifying conditions. It is 
given to cover a current merchandise 
obligation and is actually an acknowl- 
edgment of debt before it is due. Be- 
cause of that understanding, it is never 
used to cover a past due account. 


(Continued on page 41) 


Complete, standard Trade Acceptance as approved by the N. A. C. M. 
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a placed in the hands of the buyer. The buyer agrees, in writing across the face of this acceptance his” 
~ mame, the name and location of his own bank and the date, to pay the amount of this certain La 
jeisdes a certain time at his own bank. 


This varies from the open book account method only in giving’ the debt a negotiable vahse 


peo - According to a FEDERAL RESERVE BANK GOVERNOR’S OPINION, the si 
S Acceptance_ increases the financial standing of the giver, because it shows prompt paying methods. — 
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Safeguarding capacity 









through U & O coverage 


by C. D. MINOR, Superintendent Special 
Service Departments, Royal-Liverpool Group. 


One of the functions of insurance 

is to prevent the impairment of 
credit. This statement is substan- 

tiated by the constant use of the 
mortgage clause in connection with 
building property, but even where 
property is not involved by a mortgage 
obligation such a function may be 
equally important, because where ade- 
quate insurance is carried the perma- 
nence of tangible values, which com- 
prise the assets of a property owner, is 
assured in one form or another. 

The importance of insurance in this 
respect may not be recognized at all 
times by the owner of a business and 
frequently may be overlooked by those 
who extend credit to business concerns. 
However, such a fact merits the ju- 
dicious consideration of credit man- 
agers, and should be applied by these 
individuals as a safeguard against the 
possibility of their principals becoming 
involved with some one who has the 
misfortune to have his property de- 
stroyed by fire, or some other casualty, 
without appropriate insurance; result- 
ing in hopeless inability of such person 
to liquidate his indebtedness. 

While the function of insurance in 
this direction may be fairly generally 
recognized with regard to property 
values, it is doubtful that much con- 
sideration is given by credit officials to 
the necessity of protection against the 
loss of earnings which would occur if 
a “going concern” should have its 
physical property damaged or destroyed 
by fire, or other casualty, thus sus- 
pending or interrupting the business. 
It is not difficult to visualize that in 
many instances the loss of earnings 
might prove to be of greater moment 
in its relation to the solvency of the 
owner than destruction of the physical 








property. 

To illustrate the foregoing, let us 
assume that the John Doe Company 
owns physical property, which is used 
for manufacturing. purposes, worth 
$300,000. Fire insurance for the full 
value of this plant and contents is 
carried, and thus it would seem that 
so far as loss by fire is concerned the 
owner is amply protected. However, 
let us assume that in order to have 
working capital with which to carry 
on operations the owner has borrowed 
$100,000 for 90 days from a com- 
mercial bank. This is a liberal credit 
which the firm has, but is fully under- 
standable because it enjoys an excellent 
reputation and makes a product which 
has a ready sale, with a turnover of 
around $500,000 a year. 

Profits from such a volume will ap- 
proximate $100,000, therefore no diffi- 
culty will be experienced in repaying 
the loan in due course, if not at its ma- 
turity then at the maturity. of a re- 
newal for a similar period. However, 
the unexpected occurs. Just as pro- 
duction is well under way and orders 
are pouring in, the plant is a total loss 
by fire. It is found that it will take 
approximately six months to rebuild 
the property and get back in produc- 
tion. What happens? The owner has 
certain expenses, such as executives’ 
salaries, salaries of important em- 
ployees, taxes, interest and other 
similar charges which continue and 
which must be met. The funds from 
the loan have been invested in patterns, 
dies and raw material which have been 
destroyed and there is no appreciable 
surplus with which to meet these 


expenses. 
As a result, the $300,000 which is 


secured under the fire insurance is en- 


croached upon even before it is re- 
ceived, and similar encroachment will 
continue throughout the period of in- 
terruption. In due course the money 
borrowed from the bank becomes due, 
and the bank may or may not accept 
renewal of the note. If it does not, 
then the funds from the insurance are 
further depleted by the amount due 
the bank. 

Assuming that the continuing 
charges amount to $75,000 during the 
six months required in rehabilitating the 
plant, and that the loan is paid, we 
find that the owner is actually short 
$175,000 in the amount necessary to 
rebuild the property and get back in 
business. It certainly will be difficult 
to secure this sum from any source, to 
say nothing of also securing necessary 
working capital with which to start 
operations after the plant is ready for 
production. The result is that the 
owner is faced with a situation which 
is more or less hopeless, and the end 
is bankruptcy. As a consequence, the 
firm which enjoyed an excellent credit 
rating and had splendid prospects goes 
out of business. 

What is the preventative which 
should have been applied under con- 
ditions which obtain in the foregoing 
illustration? The answer is a very 
simple one—Use and Occupancy in- 
surance! Predicated upon the illustra- 
tion used, the owner in this instance 
needed approximately $250,000 Use 
and Occupancy insurance, and if the 
credit manager of the bank had seen 
to it that this type of protection was 
carried the disaster of bankruptcy 
would have been avoided, and the busi- 
ness would have continued to contrib- 
ute through its functions to the general 
welfare of the country, its employees 
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and the stockholders or owners. 


If such insurance had been carried 
how different would have been the 
situation. The owner would have been 
reimbursed for the continuing charges 
and expenses (amounting to $75,000) 
and also would have collected the actual 
loss sustained in net profits (amounting 
to $50,000 for a shut-down of six 
months, assuming that earnings ran 
uniform throughout the year), thus 
placing the business upon the same 
financial basis that it would have been 
had no fire occurred with its conse- 
quent interruption. By such protection 
the solvency of the concern would have 
been maintained. The cost involved 
would have been but little upon a com- 
parative basis, and while this example 
shows a lack of business prudence on 
the part of the owner, it likewise shows 
a lack of foresight on the part of the 
credit manager of the bank. 


The purpose of Use and Occupancy 
insurance is to reimburse the owner of 
a business for the loss sustained by 
reason of decreased or cut off earnings 
during a period of suspension caused 
by damage to or destruction of physical 
property by fire or other casualty in- 
sured against. Such protection will 
do for the insured exactly what the 
business as a going concern would have 
done with respect to earnings, had no 
interruption occurred, if the coverage 
is written in a proper amount and 
under an appropriate form. It is a type 
of insurance that no owner of a busi- 
ness can afford to be without, if the 
property, (building, machinery, equip- 
ment and stock) used and occupied in 
the conduct of the business is subject 
to damage or destruction by fire or 
other casualties against which insurance 
may be carried. 


Unquestionably, insurance companies 
and agents have not been as active as 
they should have been in bringing the 
importance of Use and Occupancy in- 
surance to the attention of business 
owners. However, it must be recog- 
nized that when insurance represen- 
tatives present a subject of this char- 
acter the immediate reaction of the 
person approached is that the presen- 
tation is prompted only by a desire to 


sell him more insurance. Thus, a bar- 


rier is raised, and frequently the wise 
counsel offered is rejected without the 
consideration which it justly demands. 
One who loans money or extends credit 
to another is in a much different posi- 
tion to him who is selling insurance. 





As a rule the very closest and most 
confidential relation exists between the 
borrower and the lender in such cases. 
Therefore, if the one who lends money 
or extends credit to business owners 
would but have the foresight to not 
only suggest but demand that such 
borrowers carry Use and Occupancy 
insurance, a real benefit would be ac- 
complished for every one interested in 
the negotiations and the successful op- 
eration of the business. 

As a general thing the value of phys- 
ical property alone is not the basis of 
credit. It is primarily the earning 
power of the physical property or the 
business involved, because it is from 
income or earnings that the loan is 
expected to be paid. Thus it is appar- 
ent that it is not sufficient that the 
credit manager or lender demand in- 
surance against damage to or destruc- 
tion of the physical property, but he 
should go a step farther and require 
insurance against the loss of earnings. 
Where this is done one who extends 
credit will know that regardless of 
how badly the building, machinery, 
equipment and stock may be damaged, 
with a resulting suspension of the earn- 
ing power of the business, the insur- 
ance carried will step in and provide 
funds which will place the business in 
the same liquid condition it would have 
been in had there been no cessation of 
earnings. 

Many have referred to Use and Oc- 





cupancy insurance as “Business Life 
Insurance”. ‘This is a rather appro- 
priate name for the coverage, for where 
credit is involved it assures that the 
earnings upon which the credit is based 
will be continued (through indemnity) 
even though the business may be sus- 
pended by reason of the hazard insured 
against. It assures the continuation of 
the business, for so far as the insured 
is concerned, if the proper amount of 
insurance is carried and the policy has 
been written properly, there will be no 
impairment of income even though the 
casualty has prevented operations for 
many weeks or months. 

In this connection it should be re- 
membered that Use and Occupancy 
insurance is written by fire insurance 
companies against the hazards of fire, 
tornado, explosion, riot and civil com- 
motion, earthquake, sprinkler leakage, 
aircraft and motor vehicle property 
damage, and other hazards against 
which such companies issue property 
damage insurance. 

This type of insurance is one which 
merits the most careful consideration 
of credit officials, in order that they 
may properly safeguard the interests 
of their employers and that they may 
be of the greatest service to those to - 
whom they extend credit. Complete 
information regarding this form of pro- 
tection may be secured from the repre- 
sentatives of any of the more prominent 
fire insurance companies. 


Keystone 
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“It is not difficult to visualize that in many instances the loss of earnings might 
prove of greater moment in its relation to the solvency of the owner than 


destruction of the physical property."’ 
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Form letters DO collect! 


by E. B. CANTRELL, General Fire Truck Corporation, St. Louis, Mo. 


Although we have fallen of late 

into a deep contempt of the form 
Mi letter, it has many merits of such 

importance that they should not be 
discarded. We all know of its great 
value from an economical standpoint ; 
the saving in time, labor, overhead; 
and its simplicity. It also permits con- 
trol of the collection department by 
standardization. And we must not 
overlook its value from a standpoint of 
writing good letters. 

We can afford to spend considerable 
time and thought getting up a series 
of form letters because they are then 
used repeatedly. Where every letter 
is dictated as a personal letter we must 
dictate our thoughts at the moment. 
We are all human and some days our 
concentration and thinking are not of 
the best. Therefore, as a rule, the 
form letter is much better constructed. 

On the other hand, intricate collec- 
tion problems of today and advance- 
ments in systems of Credit Interchange 
have made it impracticable to send out 
a series of form letters in general. 
There are too many classes of debtors 
to whom we must appeal. Therefore, 
we must deal with each account on its 
merits. 

An attempt will here be made to 
explain a system whereby we have re- 
tained the many benefits of the form 
letter and, at the same time, went 
along with the present day trend to 
make-each letter a personal one. How- 
ever, before attempting to explain this 
plan, it will be appropriate to consider 
conditions as they are today and some 
of the problems confronting the col- 
lection manager. 

One of the major principles of cred- 
it and collection management is te 
“know the debtor”; to have a clear pic- 
ture in mind of his financial condition 
and paying record. The more we 
know about him, the easier is our prob- 
lem. ‘Today, with complete financial 
and paying record information avail- 
able through Credit Interchange re- 
ports and other agencies, it is remark- 
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able how easy and inexpensive it is to 
obtain a clear picture of debtors. 

With this information, or picture of 
the debtor in mind, so to speak, we are 
in a position to determine a definite 
plan of action on each account. We 
can adapt the letter to fit the par- 
ticular need. Obviously, it would be 
foolish to send out a series of form let- 
ters to all debtors alike. Before all 
this valuable information was so eas- 
ily available, we were probably justi- 
fied in so doing as we were, more or 
less, working in the dark anyway. But 
now, seeing each debtor as a personal- 
ity, we are in a position to consider the 
merits of each case and to appeal for 
payment accordingly. 

We can see each customer’s prob- 
lems and reflect an interest in them in 
our letter. It may be desirable to ap- 
peal to his pride, approval, honor, own- 
ership, fairness, fear, etc. We might 
want to help him in his problems in 
order to retain him as a valuable cus- 
tomer. Again, it may be advisable not 
to waste any time, but to write a 
strong letter demanding action imme- 
diately. 

For example, here is a debtor whose 
record shows he is slow pay in general. 
We can make an emphatic demand 
for immediate payment and follow him 
up closely. Here is another debtor 
whose record shows he is paying others 
promptly but hasn’t responded to our 
reminders. In this case we can feel 
reasonably sure that he has either 
merely overlooked our account or has 
some kind of complaint to make. Ob- 
viously a cordial contact along this line 
would most probably get immediate re- 
sults. 

Let us consider the small account for 
a moment. Here is a group of delin- 
quent small accounts ranging from one 
dollar to ten dollars. The amount in- 
volved might not warrant our obtain- 
ing a report and analyzing it. Most 
of them are good unless credit was 
granted blindly, so we would be secur- 
ing and analyzing reports on all of 
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them, whereas, only a very small per- 
centage of them would be doubtful. 
Even with this problem, we are able 
to get a fair picture of each debtor by 
merely referring to credit information 
on file, or to their respective rating. 

The point is that with our modern 
Credit Interchange system we are in a 
position to make use of the principle 
of “knowing the debtor” and appeal- 
ing to him personally, regardless of 
whether the account is large or small. 

After having related the value of 
“knowing the debtor”; the ease of ob- 
taining this knowledge; how this en- 
ables us to picture him as a personality 
and deal with each account on its mer- 
its, we may now ask the question— 
How are we to use a series of form let- 
ters under these varied conditions and 
yet make a personal appeal ? 

Fundamentally, the plan is simple. 
As accounts become delinquent and do 
not respond to a friendly reminder, 
they are immediately analyzed and 
broken down into classes, or groups, 
based upon the analysis—just as a com- 
mercial rating agency, such as Dun and 
Bradstreet, analyze an account and 
gives it a definite rating. The only 
difference is that instead of giving the 
customer a rating we place the account 
in a class. For example: a class for 
careless accounts; slow pay with small 
capital; slow pay with moderate cap- 
ital; slow pay with sufficient capital; 
involved accounts; seasonal accounts; 
valuable accounts to be assisted; etc. 
No general classification can be given, 
as each business has its own credit pol- 
icies and conditions in each industry 
are different. 

For each class of accounts there is 
a series of form letters. So, after 
classifying a delinquent account, we 
merely have to mark it accordingly and 
turn it over to a clerk or stenographer 
and it is automatically set on an out- 
lined road headed toward a definite 
conclusion. 

This might best be explained by il- 
lustration. Suppose the “A” company 
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Dear Sir: 
“JONES BANKRUPT? 


| CAN'T BELIEVE IT: Yes, Jones is bankrupt— 


because he didn’t pay his bills. And he didn’t pay his bills because he didn’t 


collect his accounts. His slow pay customers inadvertently caused his failure. 


Jones is a friend of mine and when | read of his sad condition it set me to 
thinking—Although his slow paying customers unintentionally caused him to go 


into bankruptcy, 


l do not believe that one out of fifty would have allowed his 


bills to run so long if he had known what the results would be. They would 
have made arrangements, somehow or other, to have met their obligations more 


promptly. 


‘ 


Now Mr. Blank, we like to pay our own creditors promptly. It helps to keep 
their business in a healthy condition so they can supply us with good raw mater- 


ials and give us good service. 


In turn, we appeal to you for your cooperation so that we also can keep our 
business in a healthy condition in order to always be ready to serve you well 


when in need of our product. 


For our mutual benefit—won't you please send in your check for the enclosed 


statement today? 


Yours very truly, 


The General Fire Truck Corp. 





becomes delinquent and does not re- 
spond to one or two friendly remind- 
ers—which are form letters. This is 
where the collection problem really be- 
gins, so we immediately refer to the 
credit file containing all information 
obtained at the time the account was 
opened. If necessary, or thought to be 
advisable, depending on the particular 
case, we obtain current credit informa- 
tion. From this data we make an an- 
alysis and place the account in a defi- 


nite class. Has he just become slow 
in paying others? Is he _ habitually 
slow pay? Has he merely overlooked 


us or a little negligent? How about 
his financial condition? Is his work- 
ing capital sufficient? Is it a new com- 
pany? Is the business established? Is 
the business seasonal? Is it a new ac- 
count? If not, what is his record with 
us? Ete. 

Now, in our illustration let’s sup- 
pose from our analysis we find that for 
the past three years the “A” company 
has been discounting with two suppli- 
ers; with three others he is fairly 
prompt; with five others he is very 
slow; and that his working capital is 
small. Wouldn’t this analysis indicate 
that he is permitting his creditors to 
finance him to some extent, and that 
he is most probably paying the ones who 
pushed him hardest? 

We will place the account in class 
“D” (slow pay accounts with small 
capital). In this class we have made 


our road very short. We have a series 
of only two form letters spaced about 
eight days apart. The first letter is 
friendly but emphatic. The second let- 
ter is plain spoken and states that we 
will forward a draft to his local bank 
for collection if payment is not re- 
ceived by a definite date. If the draft 
should be dishonored the party han- 
dling the account turns it back to the 
collection manager for special atten- 
tion. Of course it is very seldom that 
it will be necessary to take every step, 
as results would have been obtained 
in the first one or two steps. The 
point is that once an account is sched- 
uled in a definite class it is headed to- 
ward a conclusion. Bear in mind that 
the example selected is merely to show 
the progression once an account is clas- 
sified. A class might progress toward 
a friendly solution. Also one class 
might have a series of five or six let- 
ters, while another may have only two 
or three. 

In summing up the procedure, we 
find that it consists of three successive 
steps: (1) Send out one or two friend- 
ly reminders on accounts as they be- 
come due; (2) If no results are ob- 
tained the account is referred to the 
credit manager for analysis and classi- 
fication. In other words, he schedules 
it for a certain series of form letters; 
(3) If no results are obtained from the 
series, the account has reached the end 
of the schedule and is referred back to 





the credit manager to decide what ac- 
tion is to be taken. 

Remember, that the form letters in- 
stead of running in one general series 
run in a series of classes and are filed 
accordingly. Each class is a series of 
letters mapped out on a road leading 
to some definite conclusion. I might 
mention that each letter sent out is 
typed and signed, having no appearance 
of a form letter. 

We will, of course, always have let- 
ters to be dictated. When a customer 
replies to a letter that has been sent 
him it naturally requires a special dic- 
tated letter and is taken off the sched- 
ule of forms to be followed up inde- 
pendently. We must keep in mind 
that the object of classifying an ac- 
count when it becomes delinquent is to 
schedule it toward a definite goal and 
when we receive a payment or response 
along the road it indicates that we are 
getting results. In fact, very few ac- 
counts should require all letters in a 
series. If there should be many, it 
would indicate that our series of let- 
ters were not getting results and should 
be revised. 

AS stated before, no general rules for 
classifying accounts as they become de- 
linquent can be given, as each company 
has its own credit policies and peculiar 
problems. It does seem, however, that 
most any company could build up their 
own set. 

Just consider the legal set-up in law 
—the basis of our common law is noth- 
ing more than a record of prior cases. 
A rule once established by a decision is 
applied whenever the same state of facts 
subsequently arise. It is easier and 
more just to follow a former decision 
than to evolve a new rule. Only in 
case of changed conditions, or some 
other good reason, does a court an- 
nounce a new decision. Then the old 
decision is discarded and the new deci- 
sion becomes the law for decision of 
subsequent similar cases. These deci- 
sions are collected, classified and pub- 
lished in books to be used in deciding 
subsequent cases. 

A person entering a lawyer’s office 
and asking to see the written law of 
the State might be handed but one vol- 
ume, although the lawyer’s library 
might be filled with hundreds of law- 
books, the other volumes being reports 
of cases decided in the State. 

Likewise, why can’t we follow this 
system, at least to a certain degree, in 
collection letters? (Cont. on page 35) 
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Richmond: convention city 


by E. R. PATTERSON, President, Richmond Rubber Co., and President, Richmond A. C. M. 


Virginia will be host to the An- 

nual Convention of the National 

Association of Credit Men, at 
Richmond during the week of June 
8th. This is a privilege we have long 
looked forward to and our Convention 
plans are well under way. Richmond, 
where the South begins; Virginia, the 
Old Dominion State; and the entire 
Southeast have much to offer of his- 
torical interest, natural beauty and eco- 
nomic value. 

One entire day during the Conven- 
tion week will be spent at Williams- 
burg, where the restoration financed by 
John D. Rockefeller, Jr., at a cost of 
$14,000,000 is attracting increastng 
thousands of visitors. It is one of the 
most interesting and unique sights in 
the world. Williamsburg of Colonial 
days with the Governor’s Mansion of 
rare beauty and its spacious grounds, 
the Capitol Building where the Bill 
of Rights was signed, Raleigh Tavern, 
Debtors’ Prison, the College of Wil- 
liam and Mary, designed by Sir Chris- 
topher Wrenn, the second oldest col- 
lege and the first School of Law in 
America; Bruton Parish Church and 
the many streets, buildings and homes 
restored in their authentic original con- 
struction will be of special interest. 

Side trips will be made to James- 
town Island, the first permanent Eng- 
lish settlement in America, and to 
Yorktown where Cornwallis surren- 
dered to George Washington, making 
American Independence become a real- 
ity. And here the Nelson House still 
stands with a cannon ball in its side 
walls. ; 

At Richmond will be seen St. John’s 
Church where Patrick Henry made his 
“Give me Liberty or Give me Death” 
speech, John Marshall’s home, Poe’s 
shrine, the Valentine Museum, the Bat- 
tle Fields surrounding the city and 
many of the beautiful homes and 
gardens. 

Many visitors will drive to Rich- 


Hi the first time in its history 
» 





mond and visit Mount Vernon, Mon- 
ticello, Wakefield, Fredericksburg, 
Natural Bridge, Petersburg, Virginia 
Beach, the Shenandoah Valley, the 
Sky-Line Drive and the mountains of 
Western North Carolina. Some will 
come by boat to Norfolk and across 
Hampton Roads. 

With its ample hotel accommoda- 
tions, pleasant and comfortable climate 
and a sincere desire to have an out- 
standing Convention, Richmond and 
Virginia eagerly await the arrival of 
our guests. . 

Many will be interested in the indus- 
trial and economic conditions of the 
section, of which we are glad to be able 
to give a favorable account. Richmond 
is largely a manufacturing and jobbing 
center, among its principal manufac- 
tured products being tobacco, paper, 
fertilizer, rayon, stoves, food products, 
etc. The wholesale houses cover many 
States and many lines and for years 
Richmond has been the principal job- 
bing center for Virginia, North Caro- 
lina and South Carolina. Tidewater 
Virginia is properly renowned for its 
fish, oysters, peanuts, and Smithfield 
hams. 

The Valley of Virginia produces 
fruit, grain, dairy products and beau- 
tiful women. Lynchburg manufac- 
tures shoes and has substantial jobbing 
interests. Roanoke is a railroad center 
and a thriving and growing city. South- 
west Virginia and North Carolina are 
large tobacco growing sections, and the 
two Carolinas grow considerable cotton 
and have extensive textle manufactur- 
ing interests. 

1934 brought substantial improve- 
ment in all lines, especially among the 
farmers, and this improvement contin- 
ued in 1935. 1936 is showing progress 


over last year and there prevails a gen- 
eral feeling of confidence that agricul- 
ture and business will continue on the 
up grade. 

More wealth from the soil was cre- 
ated in the South the last two years 


from more abundant crops and better 
prices, indicating a broader income base 
and enabling the farmers to pay off 
debts and increase their purchases of 
fabricated products of the industries of 
the country. Our business men have 
overcome the fear complex and gotten 
back to serious planning and hard work. 
Energetic and aggressive management 
is in the business saddle and headed for 
better and sounder business than ever 
before. Our banks have an over-abun- 
dance of money and legitimate oppor- 
tunities to lend are beginning to ap- 
pear and will no doubt increase stead- 
ily. 

The tobacco farmers’ 1935 net 
income was not as large as 1934 (a 
larger and more expensive crop having 
been raised and prices having been 
somewhat lower), but the 1935 tobacco 
situation nevertheless was generally fa- 
vorable. Tobacco manufacturers 
showed substantial gains in sales and 
profits. 


Spot cotton prices opened at 12.20 in 
1935 and closed at 12.10, the fluctua- 
tion during the year varying 2.35 cents 
per pound. ‘These prices were consid- 
ered fair and the cotton farmers as a 
whole are in reasonably good shape. 
Textile manufacturers did not fare par- 
ticularly well in the first eight months 
of 1935 but the last four months were 
profitable and it is believed this condi- 
tion will continue for 1936. Durable 
goods, construction and electric output 
have made good gains and material fu- 
ture development is anticipated in the 
chemical industry and pulpwood pro- 
duction. 


We want you to view our historical 
sites, see the natural beauty of this sec- 
tion, participate in the entertainment 
features, enjoy an outstanding Conven- 
tion Program and investigate our eco- 
nomic advantages. We will welcome 
you and extend to you that genuine 
“Southern Hospitality” of which we 
are mighty proud. 
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Williamsburg: 


a rare old city 


The Wrenn Building (above) designed 
by the famous English 18th century 
architect, Sir Christopher Wrenn 


The Raleigh Tavern (above) 
The Powder Horn (left) 


Bruton Parish Church 
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The restored Governor's Palace at Williamsburg (above) 


The Victory Monument at 
Yorktown (above) 


Monument to Captain John 
Smith at Jamestown, with the 
church in the background 


Convention delegates will 
visit Williamsburg, James- 
town and Yorktown 


oy ~ 
‘ x eee _ 


e oe 


*,. 


CREDIT and FINANCIAL MANAGEMENT . . APRIL, 1936 } 


a etn ne a ae et aN ee SE RASA RSP A A ES ASS 





1936 


\\ bee 
er 


ing- 
APRIL, 


orge Wash 


a shrine built in 1931, representing 
(Below) 


St. John’s Church where Patrick Henry 
said ‘Give me liberty or give me 


Wakefield, in Westmoreland County, 
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by C. F. BALDWIN, Manager, 


Washington Service Bureau. 


The year 1936 will be long re- 
membered in Washington for its 
ly record cold winter and for the un- 
usually heavy mist of political 
clamor which enveloped the city for 
months. Underneath this political tur- 
moil important economic and social is- 
sues are being forged into political 
weapons. Signs of the coming strug- 
gle for political supremacy are evident 
on every hand as the nation’s capital 
divides itself into rival camps of op- 
posing parties and views. 

True to tradition, the pre-election 
Congress is charged with political cur- 
rent. Many pages of the Congres- 
sional Record reporting Congressional 
debates read like reports of campaign 
stump speeches. ‘The period of cau- 
tious political skirmishing is past and, 
in both the House and Senate, parti- 
san charges, counter-charges and denials 
are forming a mass of campaign ma- 
terial which will later on be released to 
the public ears. 

For several weeks following the re- 
cent momentous Supreme Court rul- 
ings, attacks on and defense of the 
rulings occupied the forefront of these 
political debates. More recently, much 
of the time of Congress has been de- 
voted to defense of the general record 
of the New Deal by Administration 
spokesmen and attacks on that record 
by opponents. 

To the non-political observer in 
Washington it seems regrettable that 
the really fundamental aspects of the 
growing economic issues are so be- 
clouded by political oratory which too 
often is designed to appeal to emotion 
rather than reason, to conceal rather 
than to explain and face issues. 

Much of the time of Congress has 
so far been devoted to repairing the 
damage done to the New Deal pro- 
gram by the Supreme Court decisions. 
Concentration on this important task, 
however, has not prevented the intro- 
duction of a number of bills seeking 
to limit the power of the Supreme 
Court and inferior courts to declare 
acts of Congress unconstitutional—or 
to specifically withhold such power— 
and of other bills designed in one way 
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or another to increase the federal gov- 
ernment’s power over business activi- 
ties. Several bills proposing amend- 
ments to the constitution to give the 
federal government greater control 
over business and agriculture have been 
introduced in both Houses. 

Of the two general proposals—the 
one to exempt acts of Congress from 
any judicial decision of unconstitution- 
ality, the other to amend the constitu- 
tion along the lines mentioned above, 
the latter seems to be favored by those 
members of Congress who believe a 
change in the existing situation is need- 
ed. None of the above mentioned 
measures introduced thus far in Con- 
gress has official White House support. 

Several bills have been introduced at 
this session—or were held over from 
the last session—which would further 
extend the government’s control over 
business. Prominent among these is 
the O’Mahoney Bill, now pending be- 
fore the Senate Interstate Commerce 
Committee, which seeks to license all 
corporations engaged in interstate busi- 
ness. Another bill introduced in the 
House by Representative Scott, of Cal- 
ifornia, would set up a Consumers Ad- 
visory Board and a Central Bank for 
Consumers’ Cooperatives which would 
lend public funds to groups organized 
to engage in almost any kind of com- 
mercial activity in competition with 
established business organizations. An- 
other bill, with a different purpose, is 
the Robinson-Patman measure to 
amend the anti-trust laws and to pre- 
vent “discrimination in price as be- 
tween buyer and seller of identical 
commodities.” Several other measures 
have also been introduced to tighten 
up the anti-trust laws and to give the 
Federal Trade Commission wider pow- 
ers to prevent unfair trade practices. 

It is not suggested here that all of 
these bills will be passed during the 
present session or that some of them 
may not be advisable. The merits of 
the bills is a point to be determined 
by Congress and the people but the 
introduction of these business regula- 
tory measures is a matter of interest 
to the business community. 


The most important development of 
the session in the field of bankruptcy 
legislation is the introduction by Rep- 
resentative Walter Chandler of Ten- 
nessee of H.R. 10382, proposing an 
extension and comprehensive revision 
of the Bankruptcy Act. A number of 
other amendments to the Act have been 
introduced in the Senate and House 
and are in committee. At hearings 
before a sub-committee of the House 
Judiciary Committee on March 6th, 
representatives of the National Asso- 
ciation of Credit Men opposed H.R. 
10634, introduced by Representative 
Sabath. 

That bill, which would establish by 
Presidential appointment a_ Federal 
Conservator in Bankruptcy and assist- 
ants with broad powers—in fact con- 
trolling powers—in Section 74 and 77B 
cases—would in effect bureauize the 
administration of bankruptcy and was 
strongly opposed on those grounds as 
well as others. The bill is still in sub- 
committee. At a subsequent hearing 
representatives of the Association also 
opposed the so-called Frazier-Lemke 
home moratorium bill. 

An outstanding current Washington 
development is the apparently increas- 
ing realization in high Administration 
quarters that the administrative diff- 
culties in the government to which 
critics and friends of the New Deal 
have been pointing for many months 
are really serious and that some way 
of improving the administrative -con- 
ditions, checking expenditures and 
finding additional revenue will have to 
be discovered. 

Up to the present time economy 
statements of the Administration have 
been largely gestures with little prac- 
tical effect on the budgetary situation. 
Cancellation of hundreds of millions 
of dollars of unutilized authorizations 
to spend government funds which 
would not be spent anyway does not 
constitute a reduction in expenditures. 

It may, however, mean a change in 
the policy of several New Deal lend- 
ing agencies toward a greater concen- 
tration on preservation of assets and 
liquidation of commitments rather than 
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on making loans. ‘The gestures to- 
ward economy which have been made, 
however, strongly suggest that the im- 
mediate future will witness fewer New 
Deal policies requiring prodigal ex- 
penditures and may bring some re- 
trenchment. A possible straw that may 
point to the future direction of the 
Administration’s “economy wind” is 
the rumor of impending curtailment of 
the activities of Professor Tugwell’s 
Resettlement Administration. 

How far this move toward reduced 
expenditures will go before the elec- 
tions next Fall is problematical. As 
the writer has suggested in a previous 
article, retrenchment in many agencies 
is dificult to accomplish without re- 
nouncing policies or retarding or aban- 
doning projects. Such steps are usu- 
ally avoided by an Administration dur- 
ing the pre-election period when the 
eyes of the opposition follow its every 
action and when the cry “we told you 
so” is not conducive to success at the 
polls. 

Much time and effort is being de- 
voted by the Administration to a study 
of means of attaining better coordina- 
tion of its housing activities and devel- 
oping a new and more effective hous- 
ing program. It is understood in 
Washington that some thirty-seven 
government agencies or divisions are 
now working on some aspect of the 
housing problem. Not all of these 
were established by the present Ad- 
ministration nor are all of them de- 
voted exclusively to housing. There 
is now, however, a general recognition 
that: part of the lack of success of the 
Administration’s broad housing pro- 
gram may be ascribed to lack of effec- 
tive coordination of these agencies. As 
slum clearance, low cost housing proj- 
ects, mortgage relief and similar as- 
pects of the housing program represent 
one of the principal and most important 
policies of the New Deal, every effort 
is now being made to develop a pro- 
gram which will better coordinate the 
government’s housing activities and 
eliminate some of.the obstacles which 
have hitherto obstructed the program. 
Senator Wagner is now understood to 
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be preparing a bill to provide for a na- 
tional housing authority which might 
replace some of the existing housing 
agencies of the government. 

These developments are mentioned 
in this article because of the influence 
which the government’s housing activ- 
ities may exert upon business in arti- 
cles entering into home construction 
and furnishing. 

The most important development in 
connection with the Social Security sit- 
uation is the issuance on March 16th 
of Treasury Regulation No. 90, pub- 
lished by the Bureau of Internal Rev- 
enue and containing rules and regula- 
tions concerning the collection of taxes 
under Title IX of the Social Security 
Act. This publication also contains 
various interpretations of the Act and 
defines types of employes who are ex- 
empt. An appendix contains the ex- 
cerpts from the previous Revenue, Acts 
which are referred to in the Social Se- 
curity Act. 

Considerable interest attaches in 
Washington to the consideration which 
is now being given to extend the pro- 
visions of the Social Security Act to 
interstate rail and water carriers. The 
rail carriers are presently subject to 
state compensation laws and it is now 
proposed to bring both types of carri- 
ers under the federal act. Definite 
steps to bring this about, however, have 
-not yet been taken. 

The Social Security Board itself is 
still concentrating on internal adminis- 
trative questions and has not yet is- 
sued rules and regulations with regard 
to the administrative functions as- 
signed to it. Up to the present time 
the Board has been largely preoccupied 
with three activities: 

(a) Considering and passing on state 
laws which have been submitted to it. 

(b) Developing plans for the physi- 
cal organization of the Board in Wash- 
ington and its regional offices, and 

(c) Considering possible amend- 
ments to the Act designed to strengthen 
some of its provisions from the stand- 
point of constitufionality and also to 
remedy certain defects which have been 
observed in the legislation. 


From the purely physical standpoint 
the Board is expanding much less rap- 
idly than some of the alphabetical agen- 
cies, and this fact, together with the 
apparent study which is being given to 
the question of internal organization, 
gives promise that the Board will be 
troubled with fewer internal adminis- 
trative difficulties than some of the 
other agencies of the New Deal. There 
is no tendency on the part of the per- 
sonnel of the Board to underestimate 
the difficulty of some of the problems 
which they will face in administering 
the Act and these problems are regard- 
ed as another reason why the organi- 
zation of the Board itself should be as 
efficient as possible. 


A joint committee comprising rep- 
resentatives of the Senate Committee 
on Finance and the House Ways and 
Means Committee is still holding hear- 
ings with regard to exemption of pri- 
vate pension plans from the Act. 


It still remains to be seen whether 
the continued efforts of Major George 
Berry in the direction of what has been 
called “industrial cooperation” with the 
government will be of any practical 
value or merely another series of con- 
ferences. » Major Berry is now the sole 
survivor of the N.R.A. and, since the 
demise of that organization, has been 
searching for a possible plan to carry 
on certain elements of the N.R.A. idea. 
It will be recalled that, at the first 
Conference for Industrial Cooperation, 
several committees were appointed to 
study problems in separate industries 
and submit recommendations. As an 
outgrowth of that meeting, a Council 
for Industrial Progress was formed. 


A third conference was recently con- 
cluded in Washington. First reports, 
really progress reports, of committees 
are now being released by the Council. 
Copies of these reports may be obtained 
free of charge upon application to the 
Coordinator for Industrial Coopera- 
tion, Commerce Building, Washing- 
ton, D. C. Titles of the Reports: 
“National Industrial Policy,” ‘“Anti- 
Trust Laws,” “Financial Aid to Small 
Business,” “Government Competition 
with Private Enterprise,” “Fair Trade 
Practices,” “Hours, Wages and Child 
Labor,” “Internal and External Com- 
petition.” 

The salient recommendations con- 
tained in these reports are: 

(1) That the industrial policy of the 

(Continued on page 29) 
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In tribute to the late J. Harry Tregoe, Executive Man- 
ager of the National Association of Credit Men for fif- 
teen years, who died on October 5th, 1935, the National 
Association of Credit Men is announcing the details of 
the J. H. Tregoe Memorial Prize Essay Competition. 


I. WHO IS ELIGIBLE: 

For Class A prizes, any student or former student in 
the National Institute of Credit is eligible. 

For Class B prizes, any student in the junior or senior 
classes of schools of commerce or business administration 
in recognized colleges or universities is eligible. 

No employee of the National Association of Credit Men 
or of any of its local affiliated units is eligible for the 
competition. 


II. PRIZES: 

Class A Class B 
a ar $100 First: ........... $100 
Second: ..... $40 Second: ......... $ 40 
ES. Gy itewks ds Bae Feet. 2. us en: $ 20 
ES 2 2822) 9 $10 Fourth: ..... $ 10 
Fifth: 1 copy, 1936 edi- Fifth: 1 copy, 1936 edi- 

tion “Credit Manual tion “Credit Manual 


of Commercial Laws” 
and 1 copy of “Credit 
and Its Management,” 


of Commercial Laws” 
and 1 copy of “Credit 
and Its Management,” 
by J. H. Tregoe. by J. H. Tuegoe. 
Sixth: 1 copy “Credit Sixth: 1 copy, 1936 Edi- 
Seventh: and Its Man- Seventh: tion, “Credit 
Eighth: agement,” by J. Eighth: Manual of Com- 
Ninth: H. Tregoe, for Ninth: mercial Laws,” 
Tenth: each place win- Tenth: for each place 
ner. winner. 


Ill. THESIS SUBJECTS: 

The student has a choice of subjects relating to any 
phase of credit practice or policy or showing the relation- 
ship and importance of credit to the general business and 
economic life. 


IV. JUDGES: 

The judges for the contest will be: 

William H. Pouch, President of the Concrete Steel 
Company, New York, and Past President of the National 
Association of Credit Men 

David E. Golieb, Treasurer, International Handker- 
chief Manufacturing Co., New York 

Dr. Albert F. Chapin, New York University 

Dr. William H. Steiner, Brooklyn College 

David A. Weir, Assistant Executive Manager of the 
National Association of Credit Men. 


V. BASIS OF AWARDS: 

The following are among the factors which will be 
considered in conferring of the prizes: 

1. The intelligence and understanding -of credit and 
its importance shown by the student in choosing his sub- 
ject. 

2. Indication given of a » Ienetelindage of basic principles 
and practices in the field of credit. 

3. Indication that the student has an adequate concep- 
tion of the relationship of credit to general business. 

4. Indication shown of constructive thought by the 


The J. H. Tregoe Memorial Prize Essay Contest 


student on credit problems. 

5. Clearness and directness in presentation of the sub- 
ject matter. 

6. Neatness, orderliness and method of expression. 


VI. ANNOUNCEMENT OF AWARDS: 

The awards will be announced at the 41st annual con- 
vention of the Association at Richmond, Virginia, during 
the week of June 8th, 1936. Announcement will also be 
made in the July issue of Credit and Financial Manage- 
ment, official publication of the Association. 


VII. GENERAL RULES FOR THE CONTEST: 

1. All manuscripts submitted must be typewritten, 
double-spaced, with at least one extra copy submitted. 
This second copy may be a carbon. 

2. The maximum length of the manuscript is to be 
4,000 words. 

3. Those intending to compete for prizes should sub- 
mit the attached blank to the National Association of 
Credit Men, 1 Park Avenue, New York, before May Ist, 
1936. 

4. All theses to be eligible for prizes must be in the 
National Association of Credit Men offices, 1 Park Ave- 
nue, New York, not later than Monday, May 18th, 1936. 
All manuscripts should be sent by registered mail. 

5. Pages must be securely fastened at the top. Names 
and addresses of contestant, together with designation of 
business connection or school connection, must be type- 
written at the top of the first page. The name of the 
contestant only (for identification purposes) on the top 
of each succeeding page. The manuscript must be ac- 
companied by a letter of transmittal signed by the con- 
testant. 


VIII. PUBLICATION: 

1. The thesis winning first prize in each class will be 
published in the official publication of the National As- 
sociation of Credit Men—“Credit and Financial Man- 
agement.” 

2. The right is reserved to publish any other of the 
theses submitted in “Credit and Financial Management.” 

3. No manuscripts will be returned to the writers. 


To facilitate handling of essays and preparations* for 
the competition, the attached coupon should be sent to 
Mr. David A. Weir, Assistant Executive Manager of 
the National Association of Credit Men, 1 Park Avenue, 
New York. Submission of the coupon is not a require- 
ment for consideration of a manuscript but it is earnestly 
requested by the Board of Judges of all those intending 
to participate. 

Mr. David A. Weir, 
National Association of Credit Men, 
One Park Avenue, New York. 

I desire to inform you that I will submit a manuscript 
in the J. H. Tregoe Memorial Essay Competition in ac- 
cordance with the contest requirements outlined above. 
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Measuring pay-capacity 


norms in a statement 


by EUGENE S. BENJAMIN, Author, “Practical Credit Analysis’ 


Previous to 1920, with the excep- 
tion of the Current Ratio, there 

i was practically no attempt to mea- 

sure the various proportions of 
statements in order to determine 
whether there was a proper basis for 
credit; sales data and audited state- 
ments were rare, and profit and loss 
figures still more rare. 

Alexander Wall, in 1921, was prob- 
ably the first to draw attention to the 
necessity of developing ratios connected 
with sales, as a constructive and neces- 
sary measure in any analysis for credit. 

The Current Ratio continued in full 
use—in spite of the disclosures in 1925, 
when a large Mid-West wholesale dry 
goods concern went bankrupt, and the 
testimony of the bookkeeper defending 
his part in a fraudulent statement 
showed that his employer sent him back 
several times to recast the corporation’s 
statement because “those Eastern fel- 
lows want to see a 2 to 1 current 
ratio.” 

The reliance on Current Ratio is 
still responsible for many “doctored” 
statements and the cause of many credit 
losses. 

Some day every credit man will real- 
ize that the Current Ratio is a guess 
—that there can be no current ratio 
stated as to any balance sheet, until 
the analyst can first establish the value 
of the receivables and the merchandise 
to the business in question, using the 
volume of sales as his yardstick. 

While understanding the attitude of 
credit executives who refused to ana- 

lyze their credits because of the cum- 
bersome and time consuming methods 
generally in use up to 1933, and be- 
cause of the inadequate picture of the 
credit which resulted, it may be safely 
stated that this partial analysis would 
have fully compensated them even if 
it only resulted in giving them the 
real instead of the estimated value of 
the current ratio. 

But there is no necessity for a cum- 


bersome or involved method of credit 
analysis—there is a simple procedure— 
inexpensive and practical and profitable 
to those who will use it. 

For Credit Analysis—i.e., for the 
purpose of determining the credit avail- 
ability of an industrial balance sheet, 
we need consider only six primary 
ratios, wviz.: 

1. Percentage of receivables to sales. 

2. Percentage of merchandise to 
sales. 

3. Percentage of liabilities to sales. 

4. Percentage of liabilities to work- 
ing capital. 

5. Times turnover of working cap- 
ital. 

6. Times turnover of merchandise. 


Five of these ratios relate to sales, 
the sixth relates to the capacity to pay. 

On the receipt of any statement, an 
ordinarily intelligent clerk can set up 
these figures according to present meth- 
ods and work out these ratios, with- 
in 15 minutes. 

He can then file the statement, 
cross indexing it both as to client’s 
name and industry, making a practice 
of adding to his own files any pub- 
lished statements as to an industry in 
which his employer has interest. The 
compilation of these statistics is for 
the purpose of eventually preparing 
a Trade Standard, so that comparison 
of the operating ratios of any indi- 
vidual statement can be made with the 
acceptable averages of a group in the 
same industry or trade. 

The final preparation of a Trade 
Standard does take time, probably not 
in excess of 10 hours’ work. This 
requires only the same intelligent clerk 
to compile. This Trade Standard will 
last for several years unless drastic 
changes take place. 

While in the use of Credit Analysis 
a Trade Standard is not wholly essen- 
tial, it is extremely valuable to the 
credit man as it gives him a definite 
measuring tape. 


The Trade Standard is the only 
known method of fully developing the 
weakness or strength of the “capacity 
risk.” 

In addition it provides a “deadly 
parallel” as to the “financial risk” 
and it furthermore often develops the 
fact that a weak current ratio is not 
necessarily a barrier to credit. 

One of course can develop and _util- 
ize credit analysis profitably without 
compiling Trade Standards but when 
once compiled, they are invaluable and 
make possible quick and justified de- 
cisions by a credit executive. 

The following details are taken from 
each statement used to compile a Trade 
Standard, and_ spread horizontally 
across the sheet under the several 
headings. 


Date. 

Name. 

Sales. 

Receivables. 

Merchandise. 

Liabilities. 

Gross capital. 

Working capital. 

% receivables to sales. 

10. % merchandise to sales. 

11. % liabilities to sales. 

12. % liabilities to working capital. 

13. Times turnover of working capi- 
tal. 

14. Times turnover of merchandise. 


COONAN WN 


Profit and Loss can be added, as well 
as Current Ratio, to this list. 

It is preferable to head the Standard 
with the name showing the largest 
sales and to terminate it with that 
showing the smallest sales. Columns 
3 to 8 inclusive are totalled and from 
their totals (columns 9 to 14) the six 
primary operating ratios of the group 
are quickly determined. 

At this point the credit executive 
comes in. He_ should determine 
whether he will accept the group av- 
erages or not. Ordinarily he should 
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reject unduly favorable or unduly un- 
favorable statements from his calcu- 
lations and also determine whether 
divergence in statement dates will in- 
fluence his judgment. The question of 
using group averages to determine the 
percentage of liabilities to working 
capital is very debatable. Ordinary 
business usages should control as to 
this ratio as often the group average 
is much below the allowable percentage. 

An hour of consideration given to a 
Trade Standard by the credit execu- 
tive is all that is necessary for the 
practical utilization of such Standard 
in valuing submitted credits. No at- 
tempt has been made to direct his judg- 
ment in presenting to him the operat- 
ing ratios which exist in a trade or in- 
dustry. The facts are given him and 
he can then make his own decision 
therefrom. 

It is safe to predict that after using 
this method he gets a viewpoint of its 
value that will remain. If he still 
clings to the Current Ratio, he cannot 
deny that simple credit analysis has 
given him added valuable information 
and has justified its cost! 

Even if this has not been proven in 
an affirmative way, then looking at it 
from the negative standpoint, he can- 
not affirm that his credit judgment has 
been weakened rather than strength- 
ened by the use of the ratios. 

This fact may be shown by the use 
of the following hypothetical figures 
showing the Current Position of an 
applicant for credit. 


a $100,000 
Receivables ........... 200,000 
Merchandise ......... 250,000 

$550,000 
LANES nn esenewee $250,000 
Working Capital ..... 300,000 

$550,000 


The Current Ratio of above is 2.20. 

Ordinarily such a financial showing 
would entitle an industrial enterprise 
to liberal credit, but a credit analyst 
would not pass on these figures for 
credit unless he had information on 
two factors, viz., the sales and the type 
of business transacted. 

Let us give the sales as $1,000,000 
and the profits as $50,000. 

Then applying these figures and the 
operating ratios evolved from them, 
the credit analyst will say: 

As to manufacturers of men’s wear, 
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such as clothing, hats, shirts, shoes and 
kindred lines selling on terms of 60 
to 90 days, this statement, although the 
liability ratios are high, would give 
fair assurance for credit. 

As to mills manufacturing cotton, 
wool, silk, rayon, or knitted men’s 
wear, this current position would also 
be satisfactory for credit purposes. 

As to jobbers of many types of 
standard merchandise including tex- 
tiles and excluding jewelry and lux- 
uries, the figures would be unsatisfac- 
tory because all the percentage ratios 
are too large, and the turnover ratios 
too small, to realize a net profit. The 
sales should be at least $1,250,000 to 
justify the value set on the merchan- 
dise. 

As to department stores—all the ra- 
tios are out of line and to justify any 
credit the sales should be $1,500,000 
to substantiate the value set on the 
receivables and the merchandise. 

As to manufacturers of women’s 
outerwear—all the operating ratios are 
so far out of line, that no consideration 
could be given to the figures as a basis 
of credit. For a business of $1,000,000 
annually, the receivables should not ex- 
ceed $100,000, and the carried over 
merchandise $50,000. A manufacturing 
business of this type can do a volume 
of 7 to 10 times its working capital— 
so that to justify these balance sheet 
figures the sales should total at least 
$2,000,000. 

Are not such facts as these important 
to develop in the consideration of a 
balance sheet and can any credit man 
afford to ignore or minimize them? 

The compilation of Trade Standards 
in any and every avenue of manufactur- 
ing, jobbing or retailing justifies all 
reasonable effort and the cost of pre- 
paring an analysis, when credit enters 
into consideration. Every division of 
industry has its own “atmosphere” 
and it should be accorded credit on 
the basis of its natural requirements, 
plus its ability to pay and not on a 
basis of a current ratio, which has been 
established to cover all types. 

In a recent article the writer criti- 
cized the failure of authors on State- 
ment Analysis to provide practical 
ratios which could be used by credit 
men to determine the strength or 
weakness of a balance sheet for 
credit purposes, advocating among 
other recommendations that they “dis- 
card the use of general dollar averages 
and common size statements.” 


By this it was intended to empha- 
size the fact that an analysis for credit 
purposes to be conclusive, and to be 
acceptable to credit men, must be 
based on Operating Proportions and 
not on Dollar Proportions. 

Reducing a given balance sheet to 
100 per cent statement for a “common 
size statement” and then comparing it 
with the trade “group common size 
statement” produces no facts of large 
importance to the credit man, and 
what facts it does give are more or less 
non-dependable for the following rea- 
sons. 

A “group common size statement” 
is made up by compiling balance sheets 
dated in differing months of the year, 
and to determine an average from such 
statements is misleading. 

To illustrate this, take the cotton 
converters, half of whom take inven- 
tory about June 30 and the others at 
December 31. On the former date the 
merchandise should be at the lowest 
point of the year, as it is the end of 
the active season and, per contra, on 
December 31, at the beginning of the 
active year, the merchandise may reach 
the highest point of the year. The 
general average of statements of these 
two dates would result in a figure 
showing that a mid-year statement in 
spite of large inventory would be ac- 
ceptable, while the end of the year 
statement, in spite of a moderate in- 
ventory for that date, would be criti- 
cized as being inordinately high. 

This uneven situation, as to mer- 
chandise and receivables and liabilities, 
would be shown in the balance sheets 
of nearly every line of manufacturing, 
wholesaling or retailing, when the 
statements are dated on differing 
months in the year. 

Furthermore, adding the figures: of 
an inadequately capitalized and badly 
managed concern to the figures of a 
fairly well capitalized and well man- 
aged concern, or to those of an over- 
capitalized concern, cannot provide an 
average condition which would have 
any value for credit purposes. 

The proper method to obtain the 
Operating Proportions would appear to 
be using the same trade index or stand- 
ard as a basis and taking due cogni- 
zance of the differing statement dates, 
to eliminate from consideration all un- 
duly favorable or unduly unfavorable 
statements and to use only the averages 
of average businesses as a guide for 
credit extension. 
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To show the difference in the opera- 
tion of the two methods, viz., the use 
of Operating Proportions or the use of 
dollar averages, we will take (Table I) 
an actual balance sheet of a wholesale 
dry goods company as an example. 


(The dollar figures are changed so as 
to conceal the identity, but the pro- 
portions are kept in full account with 
the balance sheet.) 





TABLE | 
CURRENT ASSETS 


Statement Date 


December 31 
ae tan) So aha $ 131,000 
Receivables......... 658,000 
Merchandise......... 903,000 


Total current assets $1,692,000 


Non-current assets. .. 186,000 

Total assets........ $1,878,000 
LIABILITIES 

Notes payable........ $ 692,000 

Accounts payable... . 78,000 
Gross capital or net 

ES 1,108,000 

$1,878,000 

Liquid capital........ $ 922,000 

i Sates wx'yc $2,407,000 

Current ratio........ 2.19 
Reported profit....... $ 107,000 





These figures when reduced to 100 
per-cent. statement form and compared 
with 100 per cent. group figures for 
the same year will give the dollar 
averages as shown in Table II. 





TABLE Il 


Common Common 


Size Size 

Assets Individual Group 
ee 7 10 
Receivables...... 35 39 
Merchandise. .... 48 36 
Total current. . 90 5 
Non-current..... 10 15 
100 100 

Liabilities. . 41 26 
Gross capital. . 59 74 
100 100 

ee 128 167 
Current ratio.... 2.19 2.37 








This comparison clearly indicates 
that the individual statement is less 


favorable than the group statement, 


but does not demonstrate the actual 
weakness surrounding all the propor- 
tions of the individual balance sheet. 
Even the proponents of the 100 per 
cent. or dollar average statement rec- 
ognize this feature of their system and 
proceed to go into an involved and 
cumbersome comparison which takes 
many times as much time and labor as 
is necessary to obtain the facts. On 
the other hand the credit analyst who 
proceeds to ascertain directly from the 
original balance sheet the important 
operating proportions necessary for 
him to obtain the facts, finds that: 





value of this dry goods statement the 
analyst deducts $552,000 from the 
current assets, because he is convinced 
that these items have been grossly over- 
valued in the balance sheet. 

He also takes note of the fact that 
this statement claims a profit on sales 
with a turnover of only 2.6 times of 
liquid capital, while the standard 
showed that average concerns in this 
industry require at least three times 
turnover of liquid capital to reach a 
profit. 

He goes further and finds that this 
balance sheet claims a profit of 4 per 





The percentage of receivables to sales is 27.4 as against an allowable 20 

The percentage of merchandise to sales is 37.6 as against an allowable 21 
The percentage of liabilities to sales is 32 as against an allowable 16 

The percentage of liabilities to liquid capital is 83 as against an allowable 70 
The times turnover liquid capital is 2.6 as against necessary for profits 3 
The times turnover of merchandise is 2.7 as against necessary for profits 4 


Five of these ratios are based on 
operating proportions and are obtained 
from the same index or trade standard 
after, however, eliminating unduly fav- 
orable or unduly unfavorable state- 
ments from consideration and after 
using only the “average of average 
businesses” as a guide. The results of 
this comparison shows the necessity of 
eliminating about 7 per cent. of sales 
from the value set on receivables and 
16 per cent. of sales from the value set 
on merchandise. 

In other words, to find the credit 


—_ 


cent. on sales on a turnover of only 
2.7 times of its inventory, when all 
other merchants of this type require 
four times turnover of inventory to 
reach a profit. He is firmly convinced 
by this *time that he is faced with a 
falsified balance sheet. 

He then recasts the figures to show 
the result of his conclusions, with the 
result shown in Table III. 

This shows how the figures were 
vitally affected by using Operating 
Proportions in (Cont. on page 31) 


TABLE Ill 
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Comparison 
Original Revalued 
Current assets Balance Sheet Balance Sheet 
RE ie en oe en es eer $ 131,000 $ 131,000 
od RE ne als ha rk ire aia 658,000 490,000 
Se ee en 903,000 519,000 
$1,692,000 $1,140,000 
Nom-curremt mesete....................... 186,000 186,000 
(0 er $1,878,000 $1,326,000 
Liabilities 
RR a once ee suey hac sean $ 692,000 $ 692,000 
pO eee 78,000 78,000 
$ 770,000 $ 770,000 
eT Tt eee 1,108,000 556,000 
- $1,878,000 $1,326,000 
EE PICT err $ 922,000 $ 370,000 
Eo a) a we cana ea eee $2,407,000 $2,407,000 
I 58 ee age wipes 2.19 1.48 
ha ia ala kh veka eae oe $ 107,000 Loss 
a 





























































U. S. sales and collections 


Birmingham 
Phoenix 

Los Angeles 
Oakland 

San Diego 
San Francisco 
Denver 
Pueblo 
Bridgeport 


Collections 


Albany 
Binghamton 
Buffalo 
Elmira 
Jamestown 
Norwich 
Rochester 
Syracuse 
Charlotte 


Sales 
Fair 
Fair 
Fair 
Fair 
Good 
Good 
Good 
Fair 
Fair 


Hartford 
Washington 
Jacksonville . 
Tampa 
Atlanta 
Peoria 
Springfield 
Evansville 
Fort Wayne 
Indianapolis 
South Bend 
Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Sioux City 
Wichita 
Louisville 
New Orleans 
Shreveport 
Baltimore 
Springfield 
Worcester 
Detroit 
Grand Rapids 
Jackson 
Lansing 
Saginaw 
Minn. Duluth 
Minneapolis 
St. Paul 
Mo. Kansas City 
St. Joseph 

| $t. Louis 
Mont. Great Falls 
Helena 
Neb. | Omaha 

N.J. | Newark 











Birmingham, Ala., reports jobbing 

off because of weather conditions 

ww but it has picked up with some 
warmer weather recently. Heavy 
industries continue to be good in this 
area . . . Due to severe temperatures 
in the area of Denver, Colo., and deep 
snows, it has been impossible to con- 
duct a normal business. A pick-up was 
expected, however, in their sales. A 
general slowing up in collections had 
been noted in the last month, due to 
this cold weather . . . In some lines, in 
Jacksonville, Fla., there is an improve- 
ment in both sales and collection, but 
in the retail merchandising lines busi- 
ness is still a little off . . . Likewise, 
due to adverse weather conditions, 
Sioux City, Iowa, says sales and collec- 
tions have been slowed up. Snow- 
bound dealers were unable to get out 








Fargo 
Grand Forks Slow 
Dayton Good 
Toledo 
Youngstown Good Good 
Oklahoma City i Fair 
Allentown i Fair 
Harrisburg Slow 
Johnstown Fair 
Providence i Fair 
Sioux Falls i Fair 
Chattanooga i Fair 
Knoxville i Fair 
Memphis i Fair 
Nashville Good 
Austin 
Dallas 
Ft. Worth i Good 
San Antonio i Fair 
Salt Lake City i Fair 
Bristol 
Norfolk ‘ai Fair 
Richmond i Fair 
Roanoke i Good 
Seattle 
Spokane Fair 
Tacoma Good 
Bellingham i Fair 
Bluefield i Fair 
Charleston i Fair 
Clarksburg i Fair 
Huntington Fair 
Parkersburg i Fair 
Wheeling Good 
Fond du Lac i Fair 
Green Bay i Fair 
Milwaukee Good 
Oshkosh i Fair 


Fair 


Fair 


Good 


Fair 


Good 


Fair 








Hawaii | Honolulu Slow 


on their own collections . . . While 
collections with some of the wholesale 


Summary 


This month: 
Collections: 
Good 32 
Fair 48 Fair 52 
Slow 14 Slow 8 


Sales: 
Good 34 


Last month: 
Collections: Sales 
Good 37 Good 40 
Fair 48 Fair 47 
Slow 7 Slow 5 


houses in Shreveport, La., were a little 
lower than expected during February, 
an improvement over the same period 
for last year is shown. The wholesale 
and retail sales as a whole are reported 
better. Farming, saw-milling, oil pros- 
pecting and development are all active 
and the prospects for 1936 are, as a 
whole, favorably regarded for this sec- 
tion . . . Abnormal weather conditions 
blocking highways have interfered with 
the natural course of business in 
Omaha, Neb. As quickly as transpor- 
tation is restored, a decided pick-up in 
sales is expected . . . In Chattanooga, 
Tenn., the trend has been toward slow 
in both sales and collections . . . Aus- 
tin, Texas, tells us the latter half of 
February was better than the first half 
for collections. Their sales are up 


about 15%. 





So much less to do 


Fewer motions . . . that’s what makes a Burroughs so fast. Automatic ciphers, 
saving nearly one-third of the work, are only one of its many short-cuts. Other 
short-cuts permit the operator to add or subtract an entire amount with one 
motion of the hand. Taking a total is also a single motion. Could any machine 
be faster, simpler, easier to operate? For your copy of a new and interesting 
booklet picturing and describing these and other exclusive advantages of the 
short-cut keyboard, telephone your local Burroughs office. Or write direct to 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


When writing to advertisers vlease mention Credit & Financial Management 
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Ciphers print 
automatically 


Since Burroughs prints ciphers 
automatically, there is no time 
wasted writing them; no danger 
of error in writing too many 
or too few ciphers. The short- 
cut keyboard is the only one that 
provides this great saving in 
time and effort. 








































Submitted for the 


This month’s collectors: 


approval of our 






readers 


by PAUL B. WERTZ, Secretary, F. S. Wertz & Son, Reading, Pa. 


Dear Sir: 


Won't you please arrange to take care of the 
past due items in your account at once. Three 
weeks ago our representative told us you would 
be sending a check very soon and it was on the 
strength 5 this promise that we made shipment of 
the last lot of feed. This check, however, was 
never received and it has become a matter of con- 
cern to us. 

As manufacturers our margins are of necessity 
very small and we must depend on volume and 
quick turnover. Our selling prices do not include 
anything in anticipation of a delay in payment. 
Credit is extended only as a convenience and in 
return we must have the cooperation of our cus- 
tomers in keeping their accounts turning over within 
a reasonable time. 

Please cooperate with us in this matter, we want 
to continue your name on our list of good cus- 
tomers and in making the request that you send us a 
check promptly, we feel we are asking for nothing 
more than that to which you consider us fairly 
entitled. 


Dear Sir: 

Well, sir, we are again enclosing a statement of 
your account. When you called for this Meal you 
definitely promised that you were getting a check 
into the mail at the time, and we depended on it. 
That's five weeks ago and we are still waiting on it. 

Won't you please take care of this matter at 
once. You know our business as well as your own 
depends on the prompt payment of accounts owing. 
Only with such cooperation from our customers can 
we continue to give the uninterrupted service that 
is expected of us. 

Please oblige by taking care of it at once. 


“While a good collection letter 


work and credit is extended,” Mr. 


Dear Sir: 

Your account of which we are again enclosing 
a statement is now 60 days old and needs attention 
quickly. 

We originally agreed to handle the shipment on 
open account as a matter of convenience to you and 
we are not yet willing to believe that we made a 
mistake in so doing. 

Please justify this belief on our part by remitting 
promptly so that we will not be obliged to take 
urther action. 


Dear Sir: 

Though we hed understood from our represen- 
tative, who called on you recently that some pay- 
ment from you could be expected soon, we have 
had no word from you with reference to your 
account. 

This bill is now nearly 5 months old and we are 
certain that with some effort on your part an 
occasional payment could have been made and 
possible the account cleaned up entirely by now. 
We also feel it is unfair to make us wait so long 
after several definite promises to pay and no doubt 
in the meantime buying feeds elsewhere and pay- 
ing for them. 

Don’t wait to accumulate the whole amount, 
send us what you can from time to time, or if you 
can furnish grain bring it to us, we will allow you 
as much as we possibly can and credit your account. 
No doubt many of your customers who owe you 
money will be glad to deliver grain to you to 
liquidate their account and you can in turn send it 
to us for credit. Any quantity in excess of the 
amount owing we will be glad to pay you in cash. 

is arrangement should be very acceptable to 
you and your customers, it makes no cash layout 
necessary, yet accomplishes the purpose. 

Please let us hear from you quickly. 











usually applies to most lines with 
i but few changes, our line is some- 

what different. The manufactur- 
ing and wholesaling of feeds stuffs is 
done entirely on a cash basis, purchases 
and sales are all in car load lots, sight 
or arrival draft with B/L attached. 
For local sales to dealers within truck- 
ing distance, this arrangement does not 





Wertz explains in sending these letters. 

“Margins are exceedingly small and 
it becomes necessary to watch accounts 
very closely and frequently to write col- 
lection letters. While they may not be 
adapted for other lines, we are glad to 
include a few herewith.” 

A great deal of collection letter writ- 
ing, however, can be obviated if proper 


care is taken in analysis of credit re- 
sponsibility. The most fundamental, 
up-to-date method ever devised for 
knowing just how worthy your credit 
applicant is as a risk has achieved fore- 
most standing among credit executives 
because it is based on the current rec- 
ord of the customer in paying his other 
debtors. There is no substitute for a 
Credit Interchange report. 
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Washington 
\ B. E. (before elections) 


(Continued from page 21) 


country should be designed to increase the 
buying power of the consuming market 
through the maintenance of adequate wage 
scales, the progressive lowering of selling 
prices through cost reductions, and the re- 
duction of capital and debt charges. 

(2) That Congress create a commission 
having authority to determine minimum 
wages and maximum hours in industry and 
regulate child labor. 

(3) That powers of the Federal Trade 
Commission with regard to unfair trade 
practices be increased and that legislation 
be enacted to make Group II rules of the 
Federal Trade Commission enforceable by 
law. 

(4) That the functions of the Federal 
Trade Commission be limited to investiga- 
tion and prosecution and that its judicial 
functions be transferred to an independent 
commission. 

(5) That the government stimulate its 
facilities for extending loans to small busi- 
ness enterprises. 

(6) That government competition with 
private enterprise is justified only when 
necessary in connection with national de- 
fense problems, for the conservation of 
natural resources or for the general wel- 
fare. 


The committee on National Indus- 
trial Policy declared its belief in an 
economy of abundance and its disbelief 
in limitation of production. 

It would, of course, be premature 
even to hazard a guess as to whether 
the context of these reports will be 
used in the formulation of future poli- 
cies of the Administration. It is evi- 
dent that some of the recommenda- 
tions of the committee run directly 
counter to the present policies of the 
Administration. Because of the Presi- 
dent’s interest in this work, however, 
these first reports and any succeeding 
reports which are issued should be of 
considerable interest. 

Meanwhile the House Judiciary 
Committee has commenced hearings on 
the Healey Bill (H.R. 11554) which 
would require minimum labor stand- 
ards from all firms doing business with 
the government. It will be recalled 
that Senator Walsh introduced a simi- 
lar bill (S. 3055) which passed the 
Senate in August, 1935, and is now in 
the House Judiciary Committee. The 
Healey bill is more moderate than the 
Walsh bill, which would require con- 
tractors, sub-contractors and suppliers 
on government contracts to comply 
with the wage and hour provisions in 
N.R.A. codes or the President’s Re- 
employment Agreement. 

The Healey bill would exempt con- 
tracts under $2000 and authorize the 


Secretary of Labor to prescribe mini- 
mum wages and hours. While the 
Walsh bill would make the contractor 
obtain a guarantee of compliance from 
sub-contractors and _ suppliers, the 
Healey bill would merely require the 
contractor to give notice to the sub- 
contractors and suppliers that the or- 
der involved was a government con- 
tract. Penalty provisions are the same 
in both bills. 

Both measures have been subjected 
to criticism in some quarters as being 
designed to carry out the purposes of 
the N.R.A. in an indirect manner. 


Labor banks 


The four labor banks in operation on 
June 30, 1935, had deposits aggregat- 
ing $17,262,281, and total resources 
amounting to $19,692,385. As com- 
pared with the preceding year, these 
figures represented an increase of 8.6 
percent in deposits and 2.7 percent in 
assets. 


a 


Teacher: “Now, if I subtract 25 
from 37, what’s the difference ?” 

Little Willie: ‘“That’s what I say, 
who cares ?”—Bankers Life Policysales. 


IS YOUR 


Social Security Board 


\ issues two publications 
“The Social Security Act—A Brief 


Explanation of Its Provisions” is the 
title of a booklet published by the So- 
cial Security Board, located in the De- 
partment of Labor Building, Washing- 
ton. Copies are available upon re- 
quest. 

Also published by the Board recently 
is “Draft Bills for State Unemploy- 
ment Compensation of Pooled Fund 
and Employer Reserve Account 
Types.” This publication bears a 
note: “These draft bills meet the 
minimum standards for state unem- 
ployment compensation laws required 
under the Social Security Act, which 
would permit employers making con- 
tributions thereunder to offset such 
contributions up to 90% of the Federal 
payroll tax to which they became sub- 
ject beginning Jan. 1, 1936. These 
drafts are merely suggestive and are 
intended to present the various alter- 
natives that may be considered in the 
drafting of state unemployment com- 
pensation acts.” This publication, be- 
cause of the limited supply, is not avail- 
able for general distribution. 


It's risky to increase your payroll with- 


out increasing payroll insurance in pro- 


PAYROLL 


portion. Big payrolls tempt thugs. And 


few employers are prepared to meet 
two payrolls in one week. 


Don't take chances with an unprotected 
payroll, when a Paymaster Robbery 
Policy costs so little. Consult your local 
U.S. F. & G. agent. You will find his 
experienced counsel of real value in 
: fitting this protection to your needs. 


Originators of the Slogan: 
**Consult vour Agent or 
Broker as you would your 
Doctor or Lawyer” 


with which is affiliated 


1 & G FIRS 


FIDELITY & GUARANTY FIRE CORPORATION 


Home Offices: BALTIMORE 
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Mid-March brought reports from 

Washington to the effect that in- 
ly come tax collections for the first 

half of March show a substantial 
gain over last year and that for the 
first two and a half months the collec- 
tions for 1936 are above 46% more 
than for the same period last year. It 
had been estimated by the Treasury 
Department that the March collections 
would amount to $450,000,000. After 
the March 15 figures had been totaled 
the Treasury officials announced, “we 
expect to attain our estimates.” 

Another indication of “better busi- 
ness” is found in the report of the 
American Petroleum Institute, which 
shows the demand for gasoline during 
the first two weeks in March was 
10.5% higher than for the same period 
of 1935. This included export sales. 
However the gain in domestic sales 
reached 11.7% for this period. 

Still another index that continues to 
point to better business is the record 
of the building industry. For the 37 
states east of the Rocky Mountains the 
February total of contracts for all sorts 
of construction work was nearly 90% 
higher than for February, 1935. Up- 
state New York and the St. Louis 
areas were the only sections east of the 
Rockies which did not show substantial 
gains in residential construction in 
February. 

Motor car sales came back during 
March after a set-back in February 
because of the severe weather. Esti- 
mates which were being revised in 
mid-March looked for a 50% increase 
in production over the February fig- 
ures. Buick’s schedule for March 
called for 14,000 cars after the initial 
schedule had been set for that month 
at 13,000 cars. Other cars in about 
the same class also were revising pro- 
duction figures during the month. 
Studebaker had the best sales during 
the first ten days in March reported in 
any similar period since 1929. Hud- 
son’s production slate was 26% above 
last year. 

On March 19th Iron Age said of 
steel production: “The placing of 
heavy orders for steel prior to the ex- 
pected stabilization of prices in the sec- 
ond quarter has resulted in a four 
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point rise in steel production. _At 61% 
of capacity, current output is at as high 
a level as it has been since June, 1930, 
although mills operated at the same 
rate during the second week in June, 
1934. While the current move to sta- 
bilize prices will result in only mode- 
rate increases and the deadline for the 
completion of shipments will not be 
enforced so rigidly, the sudden sharp 
acceleration in the upward trend of 
steel output certainly cannot be attrib- 
uted entirely to normal expansion in 
demand.” 

At this season of the year business 
forecasters look to the Easter trade as 
a guide for business prospects. Dur- 
ing late February many students of 
business indices seemed rather discour- 
aged over retail trade prospects be- 
cause of the severe weather. How- 
ever the Federal Reserve Board’s sea- 
sonally adjusted index of department 
store trade for February were placed 
at 80% (upon a basis of 1923-25 
100% average), while February, 1935, 
was only 75%. For the entire coun- 
try the gain in department store sales 
was 9% for the first two months of 
the year. Chain store sales also were 
up. The leading 25 chains reporting 
to the Federal Reserve Board for the 
first two months of this year indicated 
a gain of 7.6%. While Easter comes 
a week earlier than in 1935, the gen- 
eral prediction is that all apparel lines 
are in excellent position, also that house 
furnishings and electrical appliances 
have improved the positions registered 
last year. 

Assistant Secretary of Commerce 
Draper in his mid-March press con- 
ference gave out the following figures 
showing gains in the following lines 
for the first two months of the year 
over the same period last year: 

“Industrial production, 9 per cent; 
department store sales, 6.7; rural gen- 
eral merchandise, 6.3; construction 
contracts, 98.4; residential construc- 
tion, 75.8; private construction, 55.9, 
and bank debits (outside New York), 
18.4 per cent.” 

April and May, it is predicted by 
many forecasters, will bring a release 
of a noticeable increase in purchasing 
demand in retail lines. 
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Capacity 
norms 


(Cont. from p. 25) valuing them for 
credit purposes. 

Every credit man would not fail to 
see the potency of this presentation, 
provided, of course, that he accepts the 
fair Operating Ratios of the group as a 
fair average on which to criticize this 
individual balance sheet. 

This changed condition as to the 
balance sheet of this wholesale dry 
goods merchant has not been forced. 
The result is reached by logical com- 
parison of the operating proportions of 
an individual business with the operat- 
ing proportions of a group of com- 
petitive business. It is evident that no 
system using dollar averages or com- 
mon size statements for the purpose of 
valuing balance sheets for credit pur- 
poses can result in a more direct or 
vivid picture than is demonstrated 
above. 

In conclusion, no formula or system 
of Statement Analysis or Credit Analy- 
sis is sufficient in itself to justify defi- 
nite credit conclusions. 

There must be back of it the human 
element as represented by the business 
acumen, experience, judgment and 
ability of the qualified credit man. 

The credit analyst should present 
the facts as he finds them, fairly and 
without prejudice. The credit man, 
bank or trade, should be left free to 
determine the essential goodness or 
otherwise of the credit. 

The credit man often relies on the 
moral and capacity risks as being as 
important as the financial risk, and he 
resents any statement that credit risks 
must necessarily be based on dollar 
equality. In many cases he knows 
more about the actual situation sur- 
rounding a credit than any analyst can 
evolve. 

Bankers Magazine. 


Mazie: “You've been stenographer 
for pretty near all the big shots in this 
department store, haven’t you?” 

Mabel: “Yes, I’m just about on my 
last lap now.”—McQuay Norris 
Broadcaster. 


Butcher—“This pound of butter you’ 


sent me is three ounces short.” 
Grocer — “I mislaid the pound 
weight, so I weighed it by the pound of 


chops you sent me yesterday.” —“Fire- 
fax.” 
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NEW YORK CITY 


STATEMENT, DECEMBER 31, 1935 


ASSETS 
Tas oe Eee EEE ye $13,104,931.00 
MENG ee OU gg wee Ske 29,226,934.00 
Cash in Banks and Office........ 1,857,249.10 
Premiums in Course of Collection. 2,645,256.76 
(not more than ninety days due) 
INS 5g 55 6 AS cedaahes 277,688.01 
poe, 49. $47,112,058.87 


LIABILITIES 
Reserved for Unearned Premiums. $13,388,051.93 
Reserve for Losses and Loss Ex- 
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Reserve for All Other Liabilities... 810,576.11 
Capital Stock...... $8,150,000.00 
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POLICYHOLDERS’ SURPLUS. 31,346,208.24 
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Based on December 31, 1935 market quotations for all Bonds and Stocks 
owned, the total Admitted Assets would be increased to $48,137,432.87 and 
the Policyholders’ Surplus to $32,371,582.24. Securities*carried at $1,406,- 
788.00 in the above statement are deposited as required by law. 
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Credit ‘O's 
4 
rs and As 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 


Advice cannot be given, however, re- 


pure 


legal rights and_ liabilities. 

uch advice should be obtained from an 
attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as to 
the general principle of the law involved. 


Ratios 


QO. Please give us the names of one 
or two good books on ratio analysis. 

A. We suggest “Financial and Op- 
erating Ratios in Management,” by 
J. H. Bliss, and “Ratio Analysis of 
Financial Statements,” by Wall & 
Duning. 

Further information concerning 
ratios can be obtained from Alexander 
Wall, Robert Morris Associates, Lans- 
downe, Pa. 


Priority 

QO. Where merchandise is ordered 
and shipped and prior to the receipt 
of the merchandise a petition in bank- 
ruptcy is filed by or against the con- 
signee, and a receiver is appointed, who 
takes in the merchandise upon delivery 
after his appointment, is the shipper 
entitled to priority payment, or does 


he have only the status of a general 
creditor of the bankrupt estate? 
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A. In the absence of a special agree- 
ment to the contrary, title to merchan- 
dise passes to the consignee upon de- 
livery to the carrier. If the consignee 
becomes bankrupt and a receiver is ap- 
pointed before delivery of the goods, 
the shipper has the right to stop the 
merchandise in transit, but if he failed 
to exercise this right and the goods 
are delivered by the carrier, the receiv- 
er may either take in the merchandise 
or refuse to accept it. If he elects to 
take in the merchandise, the creditor 
is not entitled to a priority, but is a 
general creditor of the bankrupt estate. 

However, if at the time the mer- 
chandise was ordered, the buyer was 
hopelessly insolvent, and knew that he 
had no reasonable prospect of being 
able to pay for it, it has been held in 
some of the Federal courts that proof 
of these facts gives rise to a right on 
the part of the creditor to reclaim the 
merchandise from the receiver or trus- 
tee. The burden of proof is upon the 
reclaimant, and a clear showing of in- 
tent not to pay is a necessary pre- 
requisite to successful prosecution of 
the reclamation proceeding. See Gil- 
lespie v. Piles, 178 Fed. 886; Jones v. 
Hobbie Grocery Co., 246 Fed. 431; In 
re: Siegel Co., 223 Fed. 368; also 
Contra: In re: Lewis, 125 Fed. 143; 
Elbro Knitting Mills v. Schwartz, 30 
Fed. (2d) 10. 

This subject is fully discussed in 5 
Remington on Bankruptcy, 3rd Ed. 
Sec. 2456. 


Installment judgments 


QO. Has there been a recent enact- 
ment by the New York Legislature 
providing for the entry of judgments 
to be paid in instalments? 

A. By Chapter 828 of the New 
York Laws of 1935, effective May 9, 
1935, it was provided that in the 
Municipal Court of the City of New 
York, a form of summons may be used 
at the time of the institution of an 
action which states on its face that the 
plaintiff offers to accept judgment 
against the defendant payable in stated 
instalments, and that if the defendant 
fails to file with the Clerk a written 
acceptance of the instalment offer, or 
to answer the complaint, judgment will 
be taken against the defendant for the 
full amount demanded. 

The law allows the defendant at the 
time of answering the complaint, to file 
with the Clerk a written offer to allow 
judgment to be taken against him for 
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a specific sum of money, payable either 
in a lump sum or in instalments. If 
the defendant offers to pay a less 
amount than that demanded in the 
summons, and the offer is not accepted, 
and the plaintiff fails to obtain a favor- 
able judgment, he cannot recover costs. 

If the offer to accept payment in in- 
stalments is accepted by the defendant, 
judgment is entered requiring the de- 
fendant to pay instalments at the times 
and in the amounts specified in the 
summons and upon proof that the de- 
fendant has failed to pay an instalment, 
as was provided, the plaintiff may de- 
mand execution on so much of the 
whole judgment as then remains un- 
paid. 

The jurisdiction of the Municipal 
Court of the City of New York ex- 
tends throughout the greater city of 
New York and is limited to the recov- 
ery of damages in the sum of $1,000 
plus interest and costs. 


Chain store tax 
Q. What is the status of the Florida 


chain store tax law? 

A. The Florida Chain Store Tax 
Law has been held unconstitutional in 
part by a Federal court. (p. 87.) 


A piece 
of her mind 


(Cont. from p.5) chances out of ten, you 
use it also. You don’t have to apolo- 
gize for the use of slang, or enclose it 
between quotation marks, because by 
enclosing the slang you immediately 
rob it of its power. If you want to say 
“It’s a whiz”—say it, and don’t write 
“Tt’s a ‘whiz’.” 

There are many other catch-phrases 
to use in establishing a friendly tone 
in a letter, and you will be able to find 
these phrases for yourself by rewriting 
your letters a couple of times. I know 
that neither you nor I have any too 
much time during our daily work to 
rewrite letters, but if you are able to 
save one more customer for your firm, 
or collect one old outstanding debt, 
isn’t it worth the extra time? 

Try it some time. 


a 


Wife—“I can read you like a book.” 
Hubby—“Then why don’t you? You 
skip over what you don’t like in a book 
and linger over it in me.” —“Firefax.” 
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The newspaper credit man's job 
by ALLEN SELBY, Credit Manager, Chicago Daily News 


Many of us have spent days of our 

time in recent years sitting in at 
\y creditors’ meetings trying to save a 

business from bankruptcy—to keep 
an advertiser in business. Long-term 
extensions of past due debts have been 
arranged to assist thousands of busi- 
nesses, and strictly adhering to budgets 
set up by these committees a very large 
percentage of advertisers have been 
able to regain a firm financial status. 
Our profession has played an important 
part in retaining today’s business and 
we are looked upon by many as busi- 
ness doctors. Our job has just begun. 

Many businesses today are in a liq- 
uid position but lack capital for ex- 
pansion. Are we to be faced with the 
problem of going into the banking busi- 
ness in order to increase our linage 
and assist our advertisers to expand 
their sales? Our salesmen have ap- 
proached us from time to time urging 
us to grant longer credit terms. You 
no doubt have had the same experi- 
ence. To do so would be hazardous to 
the working capital of our newspapers. 

I believe it is the duty of every credit 
or accounting department to make con- 
tinuous surveys in accounts receivable 
and keep the advertising department 
informed of accounts who do not use 
their credit with us. Take your sched- 
ule of accounts receivable a year ago 
and check against the schedule of ac- 
counts receivable for last month. Have 
you given any thought or consideration 
to the decreasing number of open ac- 
counts receivable on your books, or do 
vou feel that this is for the advertising 
department to worry about? Where 
have these advertisers gone? 

Many were unable to compete in 
business and went through bankruptcy. 
Some are temporarily out of business 
until they can feel that their capital re- 
invested in business will become se- 
cure. Others have consolidated or 
merged with other businesses, but many 
have discontinued advertising with us 
for various reasons. One authority has 
stated that 75 per cent of the good ac- 
counts that discontinued advertising 
with us do not give any explanation or 
reason. The remainder complain, and 
in doing so, indicate they are desirous 
of continuing relations with us. 

We took the step forward to try and 


save many financially embarrassed busi- 
nesses—now we will extend our efforts 
toward increasing the business we re- 
ceive from our present advertisers. To 
do this effectively we will reorganize 
our methods and procedures to coordi- 
nate with those of all other departments 
in our institutions. Unfortunately in 
business we find friction between de- 
partments, principally the credit and 
advertising departments. 

The function of the credit depart- 
ment is not to curtail sales but encour- 
age sales, and when the salesman really 
appreciates that fact, he will find a 
most useful friend. He will look upon 
credit problems in a different light as 
they require perfect frankness on both 
sides. 

Credit problems start when the 
debtor avoids or refuses to discuss facts, 
when he feels that the salesman is put- 
ting through an order knowing the ad- 
vertiser is on the border line and makes 
no explanation or when the credit man 
feels that he is in the dark. 

Salesmen who keep themselves in- 
formed as to the credit status of each 
of their advertisers spend very little 
time in the credit manager’s office and 
have little worry about being called in 
for an explanation. Little of their time 
should be required to collect payments 
but many salesmen live in fear and ter- 
ror of a day which may come when 
thev will have to ask the advertiser for 
a pavment. I feel that this is due to 
their inexperience of handling such mat- 
ters. Very often they are able to do 
more than the credit man can do on a 
delinquent account, due to knowledge 
of the advertiser’s habits. 

What is more distressing, irritating 
or embarrassing for a busy man than to 
have someone call upon him, fuss, fret 
and stammer trving to tell a story, 
whether it be a sales talk or telling him 
to pav his bill and maintain his credit ? 
Yet, how often this happens, and when 
one fails, he is apt to blame the other. 
Let us spend more time in explaining 
the hows and whys of collection to 
salesmen. 

In large institutions it is necessary 
to distribute and detail certain function 
to clerical employes. The salesman sold 
an ad—an error or misunderstanding 
occurs. A clerk is assigned to handle 


the adjustment and before an adjust» 
ment is entered on the records, a col- 
lector may be trying to collect. Each 
one trying to make a record. In the 
mass of work that must be handled, 
slips and very costly ones like this oc- 
cur. What happens to the advertiser? 
He ‘is sore and stops advertising; so 
would you. 

Years of promotion and sales effort 
have been completely lost. The ad- 
juster should be highly trained in tact 
and diplomacy in his relations with the 
advertiser. He should see that the col- 
lection follow-up is stopped until the 
adjustment is made and should appre- 
ciate and understand that it is absurd 
to hold that the advertiser is always 
right. It is good tact to give and take 
and avoid the pointed manner of ac- 
cepting or placing the blame. He must 
at all times consider the value of the: 
advertiser's future business. Many ad- 
vertisers have been known to change 
to another medium for some petty mis- 
understanding. 

Keep in mind that increased linage 
can be obtained by selling the adver- 
tiser more of his advertising require- 
ments in your newspaper. Keep in mind 
your assistance to the advertising de- 
partment by inquiring of sales promo- 
tion efforts. Bring those delinquent ac- 
counts into a current status so that 
they too, may profitably participate. 
This will add to your sales results and 
lessen the costs of the same. 

To credit managers and their sub- 
ordinates, I recommend these practices: 

1. Keep the advertising department 
advised daily when final payments are 
received on delinquent accounts. 

2. Watch the tact and diplomacy of 
your adjuster to maintain friendly rela- 
tions with the advertiser. 

3. Give the advertising department 
at least a week before dead-listing ac- 
counts. Very often they can help you. 

4. Always thank the advertiser for 
the payment; be courteous. 

5. Show a sincere interest in the 
progress of the advertiser and your 
salesmen. 

6. Give them your confidence and 
make them your friends. 

7. A pat on the back never hurt any- 
one. 

8. Watch the tone of collection let- 
ters and contacts. 

9. Encourage—do not discourage. 

10. Do a little bit more than is ex- 
pected of you to make your newspaper 
better. 

—Editor & Publisher. 
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A plea for 
world trade 


AMERICA MUST ACT. By Fran- 
cis Bowes Sayre. World Peace 
Foundation, Boston and New York. 
35 cents. 

Mr. Sayre speaks with authority. As 
Assistant Secretary of State in the 
present administration he is very close 
to his subject of trade barriers. 

Secretary Wallace has said that 
“America must choose” and outlined 
the choice between nationalism or in- 
ternational trade that we must make. 
The administration in its trade agree- 
ments seems to be headed for a re- 
stricted internationalism in our trad- 
ing, at least until the world barriers to 
trade are lowered. With Mr. Peek 
and his economic nationalism proposals 
now out of favor in Washington,’ as 
his resignation testifies, Mr. Sayre’s 
views can be interpreted as the more 
or less official outlook prevalent today. 

His argument for lower trade bar- 
riers relies on the machinery of the 
most-favored-nation principle. An en- 
couraging but limited start has been 
made in the past two years. World 
trade needs much more stimulation of 
that kind and the logic in Mr. Sayre’s 
argument is highly convincing. 

His goal being so worthy, his method 
so reasonable, his reasons so sound, one 
is inclined to hope for the best—even 
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in the face of a realization that in the 
past decade, for instance, the anti-tariff 
group won all the debates but the spe- 
cial pressure groups got the tariffs! 

If logic ruled the world, the pro- 
gram would now be in operation; in 
fact there would be little or no argu-. 
ment. But in our everyday world, 
logic too often is overlooked. In this 
case, at least, the logical course has a 
clear-minded and capable advocate. 
Meanwhile our uitimate choice is 
known only to such economic gods as 
there may be. To paraphrase Tenny- 
son: Ours hardly to reason why. 


—P. H. 


War causes 


RAW MATERIALS, POPULA- 
TION PRESSURE AND WAR. 
By Sir Norman Angell. World 
Peace Foundation, Boston and New 
York. 35c. 

There has been much talk in recent 
months about the possibility of war, 
and the warlike gestures of expansion 
by Japan and Italy and Germany have 
been justified by commentators as be- 
ing made necessary by the fact that 
these countries suffer from lack of raw 
materials, a population pressure which 
makes necessary the acquisition of ter- 
ritory where the surplus population 
can be placed and other factors that 
tie-in with an economic interpretation 
of the cause of war. 

This distinguished British author, 
whose writings on war and the Treaty 
of Versailles have been astute in the 
extreme, takes forty-six pages in this 
very fine pamphlet to expose pretty 
thoroughly the notion that the desire 
for raw materials and the pressure of 
population are legitimate causes of 
war. 

He develops the thesis that: 

1. Conquest of territory is not nec- 
essary to insure adequate supplies of 
raw materials. 

2. Successful war does not enable a 
nation to dispose of the surplus that 
cannot be sold at home. 

3. War is not necessary for the pur- 
pose of opening new areas for invest- 
ments. 

4. Successful war does not enable a 
nation to collect debts. 

In analyzing and discussing the mat- 
ter of the pressure of population as the 
cause of war, he comes to the conclu- 
cion that immigration is only a tempo- 
rary cure of the population problem. 
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Both Italy and Japan have in the past 
half century gained part of Africa and 
Asia, respectively, yet the amount of 
their population that has gone to these 
conquered territories has been exceed- 
ingly small. The true way to solve 
the irritating problems that tend to de- 
velop war is, in the author’s opinion, 
the development of tariff stability and 
monetary stability, thereby making 
possible international trade which will 
give every nation a chance to acquire 
the raw materials it desires and sell its 
products. England for an entire cen- 
tury before the World War was an ex- 
cellent example of what Sir Norman 
Angell has in mind.—P. H. 


ls Dec. 31 


\ @ natural? 


(Cont. from p. 6) once be broken and 
a smoothly flowing series of natural 
dates be substituted therefor, there will 
be more time to analyze productively, 
to talk the inconsistencies over reflec- 
tively, to secure explanations carefully 
and to co-operate productively. The 
resultant elimination of the haste of 
the pressure caused by congestion can- 
not help but bring borrower and lender 
together for a better and more mutu- 
ally enlightening discussion of prob- 
lems. 

And there remains still one more or 
less important but still more evident 
advantage to the use of a natural year 
dating for statements. 

Today accountants, as a whole, op- 
erate in a feast or famine manner. 
During, say, December to March there 
is more preparative and actual exami- 
nation concentration than regular staffs 
can handle. From April to December 
there is, relatively, a desert. That is, 
if regular staffs are kept up to a sufh- 
ciency to handle the peak congestion 
load they are relatively idle to a high 
degree in the desert months. 

Regular staffs demand regular pay. 
So that the present congestion means 
either that the accountant employ regu- 
lar well oriented staffs and charge con- 
gestion examinations enough to carry 
these staffs across the desert, or that 
he employ temporary more or less itin- 
erant examiners for a few months and 
ease them out. Either is a costly pro- 
cedure, as any one can see. By break- 
ing this congestion of examination with 
a staggered load it seems quite evident 
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that the basic costs of audits might be 
lessened so that clients could get more 
complete audits for the same costs or 
the same audits for lesser costs. 

This movement toward a natural 
business year is not as fanciful a thing 
as many may suppose. It is a thor- 
oughly sound and practical movement 
to aid business. At the very present 
steps are being taken to check up on 
existing data and develop new facts 
about what dates are truly natural 
dates for different industries. As any 
reader of this small writing comes in 
contact with this movement he or she 
is urged to give it thoughtful, full and 
constructive consideration. 


Form letters 

y DO collect! 

(Cont. from p. 15) I recall an instance 
the other day where an account re- 
quired a certain type of letter. The 
circumstances brought to my mind a 
similar case about a year ago on which 
a letter was written that got results. 
Instead of dictating an entirely new 
letter, I dug up that particular letter 
and used it by merely changing a few 
words. A copy of that letter is now 
filed permanently with our forms. 

Some of the advantages of the sys: 
tem are summarized as follows: 

(a) Control through standardiza- 
tion; impossible for a correspondent to 
allow an account to go round and 
round, as each account is scheduled on 
a straight road and headed toward 
some definite conclusion. 

(b) Better letters; more time and 
thought can be given to a series of form 
letters. 

(c) Personal letters; each letter is 
a personal one, as accounts are broken 
down into classes and a personal ap- 
peal made to each class. 

(d) Simplicity; Credit man can con- 
trol a great many more accounts. 

(e) Reduces credit losses; where 
every letter is dictated there is danger 
of an account becoming dead—many 
useless letters might be written while 
somebody else is getting the money. 

(f) Economical; it is evident with- 
out any explanation that the saving in 
time, labor and overhead would be sub- 
stantial. 

Just a few words about educational 
letters, although we may be getting 
away from the subject. It would seem 
that we might do a little toward edu. 
cating customers to the value of prompt 
payment. ‘The advertising man puts 
on educational programs to educate the 


public to the value of his product. 
Why shouldn’t we educate business to 
the value to them of meeting their ob- 
ligations promptly? ‘There are many 
reasons unknown to a great many. 

I have selected the “Jones” letter, 
published with this article, because it 
brings to mind one reason for prompt 
payment that might be used generally. 
In fact, we sent this letter out in a 
general mailing on all past due ac- 
counts without interrupting our regu- 
lar collection letters and results were 
good. 

I have been glad to attempt this pa- 
per in appreciation of many benefits 
derived from ideas and suggestions ap- 
pearing in Crepir AND FINANCIAL 
MANAGEMENT from time to time. 
Like in the interchange of credit in- 
formation, we benefit also from an in- 
terchange of credit ideas. 


Building costs 
\ show variations 
The second monthly report of local 
cost of building an identical home in 


‘various Cities, published in a recent is- 


sue of the Federal Home Loan Bank 
Review, indicates an even wider spread 
between different areas of the United 
States than shown previously. The 
figures are compiled from a reporting 
source established in 100 cities in order 
to show construction costs in specific 
localities, and to indicate the trend of 
cost in any single locality. 

Complete specifications of the typical 
home selected for comparison are pub- 
lished in the February Review. The 
Review will publish the cost of all of 
the 100 cities within 3-month inter- 
vals, giving a smaller group each 
month. Following are the index cost 
figures for the cities reporting in the 
second survey: 
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SS cecdéhiac rene bys 5,490 
PING, So oan cota ce aki 5,500 
White Plains, N. Y. .... 5,143 
ERNIE 8s asco sies ears 5,889 
rere 5,787 
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SE re 5,874 
I ico bg hres cs vas e's 5,330 
Kansas City, Mo. ........ 5,328 
Springfield, Mo. ......... 5,808 
NE OO OCT 6,342 
NN os 5s psieie! irs weaned 5,606 
DE Mb I Sb ser ctscees 5,914 
ett PROS So. o steele 5,751 
ES stitihasetewnasenes 6,777 
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eer | 5,267 


The value of an 
insurance agent 
to an executive 
depends on how 
often the execu- 
tive taps the 
sources of service 
backing the 
agent. When 
you consult our 
agents you have 
placed at your 
disposal the fa- 
cilities of an old- 
established, 
strong insurance 
organization, 
transacting a 
world-wide 
business. 


EQUITABLE 


Fire and Marine 


Insurance Company 
of 
Providence, R. I. 


Cash Capital . - $1,000,000.00 
Net Surplus... 4,431,263.89 
Assets....... 6,654,075.08 
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New U. & O. 


clause in N. E. 


In an attempt to eliminate some of 
the difficulties arising in connection 
with the sale of use and occupancy in- 
surance policies and loss adjustment 
arising under these contracts, the New 
England Insurance Exchange has ap- 
proved for use in New England a new 
agreed amount clause which may be at- 
tached to use and occupancy policies, 
co-insurance form, covering non-manu- 
facturing risks rated as sprinklered or 
fireproof. It is expected that other sec- 
tions of the Eastern Underwriters As- 
sociation territory will soon promulgate 
the new U. & O. clause, under which, 
if an assured maintains insurance to 
the extent of the fixed amount, agreed 
upon by the insurance company and as- 
sured in advance, a definite basis for 
the adjustment of a loss is determined, 
says “The Eastern Underwriter.” 

This latest step is not supposed to 
be a complete solution of problems as- 
sociated with U. & O. insurance but is 
hailed as a step in the right direction by 
those who prepared the agreed amount 
clause. Efforts to secure further im- 
provements in use and occupancy poli- 
cies will be continued even though it is 


not believed that any wholesale revi- 
sion of present contracts will be effected 
in the near future due to a wide di- 
vergence of views among authorities on 
this form of underwriting. However, 
if the agreed amount clause tends to 
clarify use and occupancy insurance in 
the minds of prospective buyers, thereby 
making the policy more salable, and 
also removes trouble in loss adjust- 
ments, then an improvement will have 
been made. 

The agreed amount plan is consid- 
ered by many experts as a solution to 
the discrepancy in the coverage item 
of the use and occupancy policy and 
the co-insurance clause. The coverage 
item has called for recovery on a net 
basis, on fixed expenses that continue 
after a loss, while the co-insurance 
clause has required that insurance be 
carried on a gross basis which includes 
all expenses. Assureds are often un- 
able to determine in advance what ex- 
penses will continue if a fire occurs and 
in the past losses have been complicated 
because an assured and his insurers dif- 
fered widely on expense questions. The 
new agreed amount clause provides 
that a prospective assured fill out a 
work sheet which he signs, giving a 
summary of his receipts and expenses 
for the past year and an estimate of 
what he expects to do during the year 
his U. & O. policy is to be in effect. 


Insuring 
installments 


‘Those engaged in time payment sales 
will be interested in a campaign now 
being conducted in Ohio by the Ohio 
Association of Insurance Agents. This 
association obtained an amendment to 
the Ohio Insurance Law in 1935 so 
that no one can sell insurance in the 
state except a licensed agent. 

A case now up for hearing in the 
Ohio Insurance Department is being 
pushed to obtain a ruling to the effect 
that when automobiles or household 
equipment are sold on the installment 
plan and are covered by insurance no 
one but a regularly registered insurance 
agent can provide the insurance. 

Several of the larger finance com- 
panies either operate their own insur- 
ance corporations or have arrangements 
for placing such business on a whole- 
sale basis with some of the established 
insurance companies. 





Business Credit Needs 
Business Life Insurance 


i cistaaiitinai has a 
tangible value, the loss of which can be 
replaced through adequate business life 
insurance, just as the value of your 
plant and equipment can be replaced 
through other forms of insurance. 

Protect the investment represented 
by the brains and energy of the key men 
in your business. The business which 
insures its man value has strengthened 
its credit both in the present and in the 
future. 


New 6-point 
coverage 


The Eastern Underwriters Associa- 
tion, it is expected, will issue a ruling 
providing for a new six-point cover- 
age under a supplemental contract for 
mercantile and manufacturing risks. 
This six-point coverage is the same as 
now available for dwelling houses in 
protected area. 

The new contract is to provide pro- 
tection against the following risks: 
windstorm, riot and civil commotion, 
hail, explosion, aircraft damage, and 
motor vehicle damage to the insured 
property. This contract, it is expected, 
will be attached to the regular fire 
policy and become part of it and will 
be offered at rates which, it is expected, 
will prove quite attractive to insurance 
buyers. 


Social security laws 


The legislatures of 47 states met 
during 1935, and enacted a large num- 
ber of law of interest. With this new 
legislation, there are now 11 unem- 
ployment: »:surance laws, including that 
of the District of Columbia, while 39 
states, 2 territories, and the District 
of Colum ia have old-age-pension laws. 
New laws: were enacted during the 
year providing assistance to dependent 
children and to indigent blind, and 
many amendments were made to for- 
mer laws on these subjects. The legis- 
lation of 1935 makes a total of 41 
states accepting the national employ- 
ment-agency law and 24 states ratify- 
ing the child-labor amendment. 
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Insurance questions 
Answered by D. C. CAMPBELL, 


Chairman, National Insurance Group 





Getting facts 


Q. In checking our customer's in- 
surance coverage we find that mercan- 
tile reports usually show only the fire 
insurance carried. What source is rec- 
ommended for obtaining full informa- 
tion about the insurance status? 

M.T. J. 

A. The National Association of 
Credit Men from the National office 
at one Park Avenue, New York, New 
York issue an insurance statement form 
for use by their members in obtaining 
full insurance date concerning custom- 
er’s insurance coverage. These can be 
had for a small charge and are recom- 
mended for use on all large credit ex- 
tensions to complete the credit file on 
customer’s insurance cover. 


Dynamited 


Q. In case my property is ordered 
dynamited by the municipality does my 
fire insurance policy cover the destruc- 
tion of the property and if not what 
remedy have I? 

A. In most states the destruction of 
property by civil authorities to prevent 
spread of conflagration is excluded in 
the Standard Fire Policy. One excep- 
tion being the Standard Fire Policy of 
the State of California. If the assured 
has .explosion or Riot & Civil Commo- 
tion (which includes explosion) he 
may, for a slight additional cost secure 
this protection under an endorsement 
termed “authorized destruction of 
property.” 


“We help debtors 


lu write us letters” 


(Cont. from page 9) this second letter 
is simply a straight-forwar request to 
pay. Since the first one has not been 
answered, we may now rightly assume 
that our figures are correct. The ob- 
ligation has matured and should be 
met. The procrastinators generally re- 
spond. If the customer does not an- 
swer in a reasonable length of time, 
he either counts the credit of little 
value or does not intend to pay. It is 
time then to put him “under the broil- 
er.” 

The salesmen in the field automat- 
ically receive copies of these letters and 
are thus posted on the condition of the 
account. When letter No. 2 arrives, 
it is time to cooperate with the credit 





department. We have used this series 
of forms consistently for about two 
years and the response has been very 
gratifying. 


a 
WATCH THE LEAKS: If the 


average profit on sales is 6 percent, an 
item that sells for $10.00 carries a net 
profit of 60 cents. If payment is not 
received, the merchant not only loses 
the 60 cents profit, but the $9.40 of 
cost. To recover that loss of cost 
alone, $156.67 additional sales carrying 
6 percent profit must be made before 


TO FEEL 
SECURE 


As Trust Officer, he is custodian for the 
property of scores of clients. Hazards 
and contingencies of every description 
threaten these assets, yet when the day 
ends he can forget. For, with the able co- 
operation of his insurance agents, he has 
everything under control...every risk 
considered and covered... adequately... 


in sound companies like Fireman’s Fund. 


To assure strength...permanence...sta- 
bility behind your policies, consult one 
of the 11,000 Fireman’s Fund agents, or 
your broker. 








you break even. You have then done 
$166.07 of work without a cent of 
profit, when you fail to collect for just 
one $10.00 account.—“Creditalk.” 


@ 


Young lady, to cop at busy intersec- 
tion: 

“What’s the idea—no traffic light 
here?” 


Officer: “I’m the light at this cor- 
ner, lady.” 
Young Lady: “Then turn green so 


I can cross.”—“Firefax.” 
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Controlling 
office cost 


by E. V. MILLS, Sec -Treas., 
Firemen's Fund Group 
San Francisco, Cal. 


In our business we produce noth- 

ing—a statement that becomes less 
y startling with the explanation that 

we produce nothing tangible. 
We manufacture nothing. What we 
do is to offer a service represented by 
insurance contracts through which we 
engage to reimburse policy-holders for 
losses. For that service we are paid a 
fee or premium, -out of which we pay 
the claims of our policyholders. Be- 
tween those two points—the premiums 
collected in the aggregate and the losses 
paid in the aggregate—our company 
hopes to make a profit for its share- 
holders. 

The prices or rates which form the 
basis of our fees are not fixed by the 
action of supply and demand. They 
are based on average experience, and 
include average expense costs which 
have been accepted as adequate and 
accurate, reflecting the common aver- 
age of the experience of similar insur- 
ance companies. 

While a company, because of the 
conditions of the times or because of 
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greater than the average happenings, 
may not always meet the average ex- 
perience on certain classes of business, 
it can and should keep the expense 
ratio or cost of doing business at or 
within the general average so as to 
yield a satisfactory operating result 
even under adverse conditions of busi- 
ness. 

One of our major responsibilities is 
to be ever watchful in the matter of 
expense, as much depends on how close 
to the average a company is successful 
in adhering. In this respect the gen- 
eral expenses embracing the cost of 
acquisition, field supervision, taxes, li- 
censes, fees, inspections, surveys, safety 
engineering, and general administration 
play a very important part. General 
expense costs quite often make the 
difference between profit and loss. 

It is evident that in our business we 
must pay strict attention to details. 
As a matter of fact, we are made up of 
details from the time an application is 
received until a claim check is drawn. 
We have a great many splendid oppor- 
tunities, in the course of our involve- 
ments with the minutiz of operation, 
to overlook items of expense—in this 
respect differing not at all from con- 
cerns manufacturing and merchandis- 
ing tangible products. 


Office administration is one of those 
items—with particular reference to of- 
fice space and layout. An important 
part of overhead expense is rent. Rent, 
of course, is based on square foot oc- 
cupancy, and the required number of 
square feet depends on the physical ar- 
rangement of the office and the system 
used. The office layout can be so 
easily corrected that it is surprising to 
note how often this item of operating 
costs is neglected. 


Probably every business house oper- 
ating over a long period of years has 
come to realize, perhaps with a shock, 
that something has happened to the 
office. Small units that should be 
physically adjacent to each other for 
best results are far from close; pas- 
sageways and thoroughfares have dis- 
appeared or are contracted; office 
equipment is poorly placed; active files 
are bulging with records seldom used 
and just as well stored in cheap reserve 
space. In fact, a general loosening and 
dislocation has taken place, the result 
of changes made to meet a temporary 
situation. Of course, at the time, there 
was the best intention to restore order 
when the emergency had passed. 








Se ROR er 


Because of such. tendencies we have 
learned to make a regular and sys- 
tematic review and check of our office 
arrangements, and to scrutinize all 
operations and details from the point 
of view of necessity and efficiency as 
related to expense. 

Recently we made an exhaustive 
study of our office layout, as a result of 
which about 200 members of our staff 
with their office equipment were relo- 
cated, this involving changes from floor 
to floor, from one building to another, 
and the shifting of personnel upon the 
same floor. The change resulted in 
definite economies and consequent re- 
duced overhead cost, advanced the ef- 
ficiency of the office, brought about a 
saving of time in handling the daily 
routine, and permitted the centraliza- 
tion of certain units. For example, we 
were able to create a central typing 
department where, in addition to other 
services, we transcribe cylinders for the 
five companies in our Group. The 
change also permitted us to centralize 
all accounting work at one place, 
whether for fire, marine, automobile or 
casualty insurance or for surety bonds. 
Statistical work, too, was localized, and 
all tabulating personnel and equipment 
were brought together. 


A change in physical arrangement, 
especially at the head office of a group 
of five companies, presents problems in 
moving not generally found when 
change of location only is involved. It 
was necessary for us to shift equipment 
and personnel within a given area al- 
ready occupied, which of course called 
for accomplishment without loss of time 
or interference with the daily routine. 
While we introduced no innovations, 
so far as I am aware, it may be inter- 
esting to know how this was done. 


The responsibility for the work, al- 
though under my supervision, was the 
direct charge of one of our staff mem- 
bers. It was his duty to collaborate 
with department managers and to take 
such necessary steps as preparing an 
inventory; assembling data; drawing 
up floor plans; arranging for telephone, 
electric outlets and lights—in short, to 
do whatever was necessary in setting 
up a coordinated office. 

We first had blueprints made on a 
scale of % inch to 1 foot, most office 
equipment being more readily ratioed 
on this basis. The blueprints showed 
every radiator, post, stairway, and 
elevator approach on each floor of our 
two adjoining buildings. We inven- 


. APRIL, 1936 





tori¢ 


part 
and 
the 

wer 
mer 
app 
dra’ 


nmee,een fh a Fe Oo 


~ 








’ pieces. 


toried each member of the staff by de- 
partment to be included in the changes, 
and then assigned the floor space to 
the various departments. Rough drafts 
were made on graph paper and drafts- 
men’s tracing paper, and when finally 
approved the resulting layout was 
drawn in on the floor map. As the 
work progressed, each department head 
was consulted, and, so far as possible, 
his wishes and suggestions were fol- 
lowed. 

We allotted a minimum space per 
clerical employee of approximately 30 
square feet, with exceptions in the 
case of operators using larger equip- 
ment, such as bookkeeping machines. 
While the low minimum space require- 
ment was set as stated, we provided 
for possible expansion through allow- 
ing additional space between desks, by 
establishing oversized aisles, and by ar- 
ranging desks in single rows which 
could, if necessary, be rearranged into 
double rows. Expansion with us is not 
a vital concern, as, after 72 years in 
business, our companies have more or 
less arrived at the point at which the 
staff and equipment can take care of 
peaks and valleys. While we plan for 
increase in business, we do not con- 
template marked personnel expansion. 

Color tags designated the floor to 
which the equipment was to be taken. 
Each clerk was given a carton in which 
small articles were placed by her be- 
fore leaving the office at noon on Sat- 
urday. It was understood that per- 
sonal effects would be moved at the 
risk of the owner and then only if in 
the carton. ‘Tags bearing the inven- 
tory number were affixed by the indi- 
vidual clerk. 

All equipment was assembled by the 
moving company in color groups out- 
side the elevators on the floor from 
which it was taken, and was in charge 
of a dispatcher selected from the staff. 
On arrival at the proper floor, the 
equipment became the charge of a re- 
ceiver who directed placement. Each 
receiver, with the aid of a floor plan 
and a rule, quickly located the various 
Machines were placed on the 
desks ready for use, the string on the 
carton was cut, and there remained for 
the clerk on Monday morning only the 
detail of disposing of working material. 

The rearrangement was begun at 
noon on Saturday and was finished on 
Sunday afternoon. There was no in- 
terference whatever with the daily 
work. 

As a result of the new layout, we 
now have a more smoothly running or- 
ganization and also (Cont. on page 41) 
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i Ediphone Voice Writing 


SALES OFFICE OF NATIONALLY KNOWN 





CHEESE COMPANY 
REPORTS 50% INCREASE 
IN BUSINESS CAPACITY! 


(From Edison case histories of the World's business) 


N A SALES OFFICE .. . particularly 
in the Cheese business . . . things 
must move! ... Stocks must be fresh 
and turnover rapid . . . Often, min- 
utes count. Speed is essential. 
Ediphone Voice Writing allows 
each dictator to get rid of his cor- 
respondence in 1-2-3 order. He can 
dictate at any hour to his Pro-technic 
Ediphone, without having to wait 
for a secretary. Salesmen, returning 
late, are able to voice-write their re- 
ports, memos, follow-up letters, etc. 
In the office, written communica- 
tions are gotten into work smoothly 
. . electrically . . . without loss of 
time or effort. Phone calls are con- 
firmed immediately, home office in- 


quiries are promptly answered. And 
business capacity increases—50% ! 

Edison can prove to you that the 
Pro-technic Ediphone will increase 
your firm’s business capacity 20% to 
50%. Let us show you! Ask for proof 
. -- no obligation whatsoever! Tele- 
phone The Ediphone, Your City, or 
write to— 


Ahan Bin. 
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Liability for rent of subsidiary of debtor 
corporation. 

In re: STEIN COSMETICS CO., INC. 
United States District Court, Second Dis- 
trict, New York, decided October 14, 1935. 

“CAFFEY, D. J.—Claim of New York 
Life Insurance Company against The M. 
Stein Cosmetic Company, subsidiary-debtor. 
The claim rests exclusively on an alleged 
assignment of the lease to The M. Stein 
Cosmetic Company, the subsidiary. The 
facts in evidence relied on by claimant are 
that the subsidiary occupied a portion of 
the leased premises and for a portion of 
the period involved paid rent for the 
whole premises. 

“It is established that Stein Cosmetics, 
Inc., the holding company, had the lease 
in its own name; that the landlord in cor- 
respondence continuously treated it as 
tenant of the entire premises; that until 
eviction or removal of both holding com- 
pany and subsidiary from the premises, the 
holding company continued its actual oc- 
cupancy of part of the premises and the 
transaction of its business thereon in the 
same way from beginning of the tenancy 
until its eviction. On the evidence, the 
court cannot escape finding that the sub- 
sidiary occupied a part only of the prem- 
ises and did this under license from the 
holding company; that the holding com- 
pany never went out of possession, but it- 
self retained possession through continu- 
ing, until eviction, occupany on its own 
account of part of the premises. Claim dis- 
allowed.” 





CREDIT and FINANCIAL MANAGEMENT ... . . 


BANKS AND BANKING—DEPOSIT 
IN TRUST—Interpretation thereof. 

In the Matter of the Estate of Arthur L. 
Denison, Decd., 157 N. Y. Misc. 385. 

The court was asked to determine the 
ownership of three bank accounts which 
were opened by the decedent as follows: 

First—Account in the Utica Savings 
Bank in the name of the decedent “in trust 
for Ruth Denison” his adopted daughter. 

Second—Account in the Homestead Aid 
Association in the name of the decedent 
as trustee for Ruth Denison. 

Third—Account in the same association, 
in the name of Dorothy C. Denison, de- 
cedent’s wife. 

There was no dispute as to the fact that 
the decedent himself had personally opened 
these accounts and retained the pass books 
which were found in a safe lock box after 
his death. As to the first two accounts 
above mentioned the court stated: 

“These two accounts, I think, consti- 
tuted revocable trusts during the lifetime 
of the decedent, and upon his death became 
irrevocable.” 

In interpreting the legal effect of the 
third account, the court stated: 

“Account No. 3 in the name of Dorothy 
C. Denison, the wife of the decedent, with 
the Homestead Aid Association of Utica, 
amounting to $175, is not a bank deposit 
and I think not subject to rules laid down 
by courts in dealing with deposits in banks. 
The custody of a savings bank book is im- 
portant in cases involving gifts for the 
reason that presentation of the book at the 
bank is essential in order to withdraw 
funds. An unqualified delivery of such a 
book from the owner to another with the 
intent to make a gift of the account is 
necessary to complete and validate such a 
gift. This is not true of a bank book of 
a commercial account subject to check. The 
book is not presented in order to withdraw 
funds. Delivery of the book from the 
owner to another will not constitute a gift. 
Custody of the book issued by a commer- 
cial bank is an immaterial matter. These 
observations assume cases in which the ac- 
count is in the name of the depositor. 
** * * All of the surrounding circum- 
stances indicate an intent on the part of the 
decedent that the shares or interest repre- 
sented by the book should belong to his 
wife.” 

* * * * * * 

TRIALS.—MISCONDUCT AFFECT- 
ING JURORS. POWER OF COURT TO 
SET ASIDE VERDICT. 

Irving Tableporter v. Morris Urist, 157 
N. Y. Misc. 347. An action was brought to 
recover $1,000 for breach of a written con- 
tract whereby parties were to organize a 
corporation for the sale of beer and to 
share equally in its earnings. 

The action was tried before the court and 
a jury. The trial was protracted and bit- 
terly contested. After comparatively short 
deliberation, the jury returned a verdict 
for the defendant. Counsel for the plain- 
tiff moved to set aside the verdict on the 
ground that it was against the weight of 
evidence and contrary to the evidence and 
the law. The court denied the motion. 
Thereupon counsel for the plaintiff, in 
open court and in the presence of his ad- 
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versary, the jury, the litigants and other 
persons then in the courtroom, requested 
the court to conduct an investigation upon 
information furnished him by the plaintiff 
after the jury had entered the room. The 
court complied with the suggestion and pro- 
ceeded to conduct its investigation. 


Counsel for the plaintiff thereupon stated 
that a man who had been sitting nearest 
to the jury box with the defendant and his 
wife, during the afternoon of the second 
day of the trial, and who returned the fol- 
lowing day, was the son of one of the 
jurors, and that the plaintiff and his wife 
had been endeavoring, by movement of his 
lips, to convey a message to the juror while 
the court was delivering its charge. The 
evidence further revealed that the son of 
the juror had asked the defendant for a 
job on the second day of the trial, and had 
returned on the final day to sit with him. 


“What occurred in this case, as briefly 
outlined above, seems to present something 
more serious than an impropriety or an 
irregularity. It is considered as question- 
able conduct, at least, on the part of the 
defendant and the juror’s son. The court 
cannot ignore the undeniable facts that the 
juror’s son sat with the defendant during 
an afternoon, asked for employment, which 
he claims was refused, and yet he returned 
the following morning and again sat with 
the defendant in a prominent place in the 
court room where the jury could observe 
them together. The interrogation that 
took place after the verdict was in the 
presence of all the jurors in the case. The 
other jurors remained silent. None of 
them was in any way suspected. But we 
have not yet reached the day of five-sixths 
verdicts. A jury must still function as a 
unit. Their deliberations must be guarded 
against any extraneous influence that might 
affect the result. In a recent case the court 
said: ‘Every litigant is entitled to a fair 
and impartial trial before an unprejudiced 
and unbiased jury. A party should not be 
compelled to submit his rights to a tribunal 
whose honesty and impartiality can be 
questioned. The triers of the facts should 
be beyond suspicion. Otherwise the ad- 
ministration of justice will quickly fall into 
disrepute. (Payne v. Burke, 236 App. 
Div. 527.) To the same effect is Matter 
of Vanderbilt (127 App. Div. 408), where 
the court also said ‘We cannot determine 
with certainty, nor is it necessary that we 
should, that the aets complained of did in- 
fluence the verdict. It is sufficient for re- 
versal if they are likely to do so.’ 


This language was reiterated by the 
Appellate Division in this department in 
setting aside a verdict that was questioned 
after its rendition. (Johnson v. Riter- 
Conley Manufacturing Co. 149 App. Div. 
543.) 


A party should not be held to a too strict 
waiver of suspected misconduct. (Hanra- 
han v. Ayres, 10 Misc. 435.) 


The right to an unimpeachable trial is 
a sacred one. An impairment of that right 
is regarded as a grievous offense. This 
court refuses to condone what has occurred 
in this case. Upon the investigation had, 
the court is impelled to set aside the ver- 
dict. The motion is granted. 
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Controlling 


\ office cost 


(Cont. from p. 39) have been able to 
make a very substantial reduction in 
rent through the relinquishment of 
thousands of square feet of space no 
longer required. One illustration of 
definite economy may be pointed to in 
our central typing section, where for- 
merly we employed eight girls to 
transcribe cylinders. Under the old 
arrangement, a great deal of time was 
lost because of decentralization and of 
lack of proper supervision. At present 
we operate with four girls who tran- 
scribe more than 1,000 cylinders each 
month, averaging a minimum of 5,000 
letters, ranging from 76,000 to 85,000 
dictated lines, and working on a one- 
day service basis. 

In common with other business 
houses, we have found it necessary to 
hew close to the line—in our case the 
average expense costs peculiar to our 
business—and it is through such study 
and adjustment as outlined here that 
we have been able to keep our operat- 
ing ratios in their proper relation. 


“Executives Service Bulletin” 
of Metropolitan Life Ins. Co. 


The trade 


\ acceptance 


; (Cont. from page 11) 
The trade acceptance usually dates 


from day of shipment and while it may 
run for almost any length of time, due 
date should be confined to a period not 
exceeding 90 days. Otherwise, its elig- 
ibility for discount and_ rediscount 
through the Federal Reserve might be 
affected. For the same reason it is 
not advisable to use the trade accept- 
ance for extended terms or deferred 
payments in connection with a chattel 
mortgage or conditional bill of sale. 

Trade acceptances are more readily 
discountable than notes, should occasion 
require. In fact, one of its primary 
purposes is to afford its maker an op- 
portunity to reduce accounts receiv- 
able, thereby maintaining sufficient 
working capital to carry on maximum 
business. 

The banks have been forced to main- 
tain a more liquid condition than here- 
tofore, so why should not the business 
house endeavor to do likewise? Work- 
ing capital is controlled by liquid assets, 
and since trade acceptances are more 
easily converted into cash than long 
overdue accounts, they afford a ready 
source of additional working capital 


should necessity arise as a result of in- | 


creased business. 

Of course, when trade acceptances 
are discounted, quick assets are reduced 
and a contingent liability is set up due 


to the necessity of endorsing the trade | 


acceptance when discounting. 


New days 
and 


At times when certain customers are | 


approached with the request for a trade 
acceptance they voice the objection that 
they never sign notes. ‘This stand is 


sometimes taken because of the stigma, | 


just or unjust, attached to a note. It | 


is then up to the seller to point out the 
difference between a trade acceptance 
and the note, and at the same time, 


should the occasion warrant, advise the | 


customer that it might be a good idea 
to use them in his own business. 


If other objections are offered they | 
should be weighed carefully, for the | 


very nature of a customer’s excuse 


might place doubt on the wisdom of | 
accepting the order even on a trade | 


acceptance basis, for, as previously 
stated, the trade acceptance is not a 
“cure-all” for poor credit risks. It 


has, however, a very definite place, and | 


by proper analysis the justification and 
value of its application should not be 
dificult to determine. 

Constant use of the trade acceptance 
in its proper place by all wholesalers 


and manufacturers should not only re- | 
sult in more profit to them, due to the | 


benefits already described, but also help 
to create credit expansion by the dis- 


counting and rediscounting of such | 
paper through and by the banks with | 


benefit to business in general and a re- 
sulting improvement in our welfare. 


Back to NRA 


Wages and hours of labor have been | 
standardized in cleaning and dyeing es- | 
tablishments in the State of New Jer- | 


sey under the terms of a recently 
adopted code for the industry which 
follows N.R.A. principles. This code 


establishes a minimum weekly wage | 


of $14 and hours are limited to 44 to 
48 hours per week. Prices are also sub- 
ject to regulation. The code became 


effective on December 20, 1935, fol- 
lowing an investigation of conditions 
in cleaning and dyeing establishments 
made by a special board set up by the 
legislature earlier in the year and 
given authority to investigate the in- 


dustry and prescribe standards. 


Blinks—“Does your wife drive in | 


traffic?” 


new ways 
in Credit 


| Change alters the business and credit 
picture so rapidly that only the most 
alert can now keep in step. Today's 
successful men are those who can 
grapple with today’s new problems. 
The credit leader of the future must 
have a sure knowledge of the signifi- 
cance of changing trends and develop- 
ments. An expert training in yester- 

| day's technique is not enough. 





To meet the demand of credit and 
business leaders for an up-to-date and 
modern training designed to meet the 
rapidly changing problems in business, 
the National Institute of Credit has 
developed a correspondence course in 
Credits and Collections. 


Based on the experience of outstand- 
ing leaders in the credit field, arranged 
and prepared by experts in credit 
knowledge, this new course enables 
you to obtain a practical and workable 
training in credit as you need to know 
it today. 


You are invited to ask for further de- 
tails of the course. 


Why not clip the coupon today? 


National Institute of Credit, Dept. 436 
One Park Avenue, New York, N. Y. 


Gentlemen: 


You may send me full information 





Jinks—“Well, she drives into it, | 


usually.” —“Firefax.” 


a Oe. course in Credits and 
WANE 6 seit ceseiicededneae, 
Ault ba re 

MIE oc arieeetiscs SANE 
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Retailing in 1936 


The upward trend in retailing evi- 
dent since 1933 should continue 
through 1936. It is quite likely 
that the American public, through 
acquisition of greater debts in 1936, 
will spend somewhat more than they 
will earn. These additional expendi- 
tures above income may not be entirely 
reflected in the sales over the counter 
or in retail outlets generally. Increased 
home ownership and its related de- 
mands may absorb a slightly greater 
portion of the increased expenditures 
resulting from a gain in income and 
from a greater willingness to go into 
debt. 

The increase in sales during 1936 
may about equal the gains recorded in 
1935, as compared with 1934. On 
the basis of current indications, sales 
during the coming year may show a 
gain slightly above ten percent, but 
hardly in excess of fifteen percent. To- 
tal retail volume of all items in 1936 
may approximate $36,500,000,000 
compared with about $32,500,000,000 
probably spent in 1935. The total re- 
tail volume in 1929, according to the 
Census of Distribution, was $49,000,- 
000,000, A. W. Zelomek pointed out 
recently in the “Journal of Retailing.” 

The basis for an estimated increase 
in retail sales of about twelve and one- 
half percent is to be found in the indi- 
cated higher consumer income. The 
writer believes that consumer income 
will probably show a gain of between 
ten percent and twelve and one-half 
percent. ‘This definite expectation of 
an increased income for next year is 
founded on indicated higher produc- 
tion, increased employment, slightly 
higher wages, and further gains in in- 
dustrial and farm income (with indus- 
trial income showing more rapid ad- 
vances than farm income). Dividends 
to be paid will also average higher, 
while Government disbursements, in- 
cluding bonus payments, will exceed 
the 1935 total. Due to lack of space, 
it is not possible to discuss in detail 
these various favorable factors. 

For the purpose of this discussion, 
the writer will confine this review and 
outlook to the probable sales trend of 
general merchandise as measured by 
volume recorded in department stores, 


mail-order organizations, general and 


variety chain stores. 


“You should dress according to your 
income.” 
“But I don’t believe in nudism.”— 
fe * +, 
Firefax. 


Calendar reform 


In a discordant world the calendar, 
as has been said, is a “miracle of unan- 
imity.” All the peoples of the earth, 
whatever their local customs of reckon- 
ing, have to bring themselves in their 
relations with one another to the same 
planetary calculator and “common 
arbitrator.’ The telegraph, the tele- 
phone, the radio and other means of 
swift communication are increasingly 
bringing all to one system of determin- 
ing “how many days will finish up the 
year,” and then how to apportion them 
among the weeks, says the “New York 
Times.” 

But with all this unanimity there is 
a widespread demand for the “improve- 
ment” or “reform” of the present cal- 
endar. This demand has come chiefly 
from business organizations and scien- 
tific societies in their desire to simplify 
the making of satisfactory statistical 
comparisons between periods which are 
now of unequal length. Two plans 
have been urged. One is a thirteen- 
month calendar with twenty-eight days 
in each month, an extra “Year Day” 
at the end of the year, without week- 


day name, and a “leap day” as now, 


but without week-day name. This 
would make all months begin with 
Sunday. 

The other plan is a twelve-month 
plan, in which the month is divided 
into four exactly equal quarters, each 
quarter consisting of three months of 
thirty-one, thirty and thirty days. This 
plan would also call for an extra day 
called “Year-End Day,” to be consid- 
ered an extra Saturday, and the extra 
“Leap Year Day” another extra Satur- 
day—these Saturdays to have special 
designations. 


The question of calendar reform, it 


‘is understood, will be placed on the 


agenda of the League of Nations in 
1936 if at least two important nations 
make the request. It is worthy of 
special note that the American Philo- 
sophical Society, with a membership of 
500 “selected from among men of the 
greatest eminence in science, letters and 
the liberal arts,” has recently. expressed 
its preference for the twelve-month 
plan and favored its adoption provided 
a substantially unanimous agreement 
among the civilized peoples of the 
world is secured in favor of the change. 

On the business side, the Chamber 
of Commerce of the State of New 
York during 1935 adopted resolutions 
strongly in favor of the twelve-month 
“World Calendar.” The necessary 
shifts would be slight, but the change 
could not be made before 1939, when 
Jan. 1 falls on a Sunday—which does 
not happen again under our present 


calendar before 1950. 


Sam had just passed the examination 
in the World War draft. He said to 
the examiner: 

“Boss, ah’d like to ask one favor, 
now that you’s goin ter put me in de 
army.” 

“And what is that?” patiently asked 
the examiner. 

“Don’t put me in de cabalry.” 

“What’s your prejudice against the 
cavalry?” 

“Boss, we’en Ah’s told to retreat, 
Ah doan want no horse around to git 
in mah way.”—“Firefax.” 


EXCLUSIVE CHELSEA DISTRICT 
ALL OUTSIDE BEDROOMS WITH 
OCEAN VIEW. SUN DECK. NOTED CUISINE 


7 CHARM OF THE CHELSEA is its atmosphere of cor- 


diality and repose —enhanced by wide verandas 

overlooking fountained lawns and the Seo. A beautiful 
dining room at the Ocean's edge serving a 
bountiful table of excellently prepared food. 


ATLANTIC CITY 


4, CHRISTIAN MYERS # 


JOEL HILLMAN ® 


oA 


5 bars a 
JULIAN A. HILLMAN 
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A Section Devoted to Association Affairs 





Get a Member 
Before April 30 


APRIL, 


1936 


Save on Losses 
With Interchange 








“C” Men Urged | 


to Give Views 
About New Bill 


House Committee is 
Now Considering Broad 
Bankruptcy Change 





As reported to members of 
the National Legislative Com- 
mittee and all members of local 
Legislative Committees, the 
House Judiciary Committee 
through its special sub-commit- 
tee on bankruptcy is now con- 
sidering H. R. 10382, a bill to 
amend the Bankruptcy Act as 
introduced on January 20th by 
Representative Walter Chandler 
of Tennessee. Mr. Chandler is 
ranking Democratic member of 
the special Sub-Committee on 
Bankruptcy of the House Judi- 
ciary. 

This bill represents the re- 
sults of four years’ study by 
the National Bankruptcy Con- 
ference to perfect and modern- 
ize the Federal Bankruptcy Act. 
It covers many sections and pro- 
vides for a general revision and 
rearrangement of the Act. 

A copy of this bill was placed 
in the hands of local legisla- 
tive committees last summer by 
the National Bankruptcy Legis- 
lative Group. The bill intro- 
duced by Representative Chand- 
ler is substantially the same as 

(Continued on page 45) 


James L. Medler, Once 
N.Y.C.M.A. President 
Diesin Brooklyn, N.Y. 


New York City.—James L. 
Medler, a former President of 
the New York Credit Men’s 
Association and for thirty-five 
years connected with the cement 
industry in the greater New 
York area, died at his home in 
Brooklyn early in March. Mr. 
Medler was Assistant Treas- 
urer of the Universal Atlas 
Cement Company and formerly 
held the same position with the 
Atlas Cement Company. 

Mr. Medler was also active 
in the affairs of the Crescent 
Athletic-Hamilton Clubs of 
Brooklyn. 








New Association 
Starts April 1 
at Albuquerque 


Announcement is made at the 
national office that through the 
efforts and excellent co-opera- 
tion of the Tri-State Associa- 
tion of Credit Men in El Paso 
a new association has been es- 
tablished in Albuquerque, New 
Mexico, which starts operation 
April .1st under the name of the 
Wholesale Credit Association 
of New Mexico. This new as- 
sociation starts with twenty-five 
charter members. 

This brings the total number 
of affiliated Associations in the 
national organization up to 123. 

There is a very good pros- 
pect that within a short time 
another organization will be 
chartered in another state giv- 
ing us another state representa- 
tion. 

Officers of affiliated associa- 
tions should make note that any 
matters relative to credit af- 
fairs in the New Mexico area 
should be addressed to the new 
association, which as_ stated 
above is the Wholesalers 
Credit Association of New 
Mexico, Albuquerque, New 
Mexico. 


New Rule Book on 
U.S. Social Security 
Act Is Now 
Available 


Corporation officials and 
especially the treasurers, comp- 
trollers and those charged with 
the accounting work in whole- 
sale and manufacturing cor- 
porations will be interested in 
a new bulletin which has just 
been issued by the Bureau of 
Information Service, Social Se- 
curity Board, Washington, 
D. C. This bulletin, which is 
written in question and answer 
form, covers the néw tax regu- 
lations on unemployment in- 
surance. It may be had by writ- 
ing to the Superintendent of 
Documents, Washington, D. C., 
requesting a copy of Regulations 
90. The price of the bulletin is 
10 cents. It was published on 





March 9th and covers a broad | 


range of information. 
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In New Orleans 


Fred Roth of Cleveland and 
George J. Gruen of Cincinnati 
were among the past presi- 
dents who attended the annual 
meeting of the Board of Di- 
rectors in New Orleans in Jan- 
uary. The above snapshot pic- 
ture made by one of the New 
Orleans men seems to indicate 
that Mr. Gruen might be pro- 
posing a trade for one of his 


excellent watches with Mr. 
Roth for some of his well- 
known high-grade shoes, or 


perhaps Mr. Gruen is just tell- 
ing’ a story to his old friend 
Fred Roth. 





UticaCredit Men Mourn 
Death of W. C. Wright 


Utica, N. Y. Credit men 
in the upper New York 
area were grieved to learn 


early in March of the death 
of W. C. Wright, Vice- 
President of the First Citizens 
Bank and Trust Company of 
Utica. Mr. Wright was a for- 
mer president of the Utica As- 
sociation of Credit Men and 
was a member of the Retail 
Credit Association of Utica. 
He had also served as presi- 
dent of the Utica Kiwanis 
Club and in 1928 he was gov- 
ernor of the New York State 
district of the Kiwanis organ- 
ization. 


Close Race for 


Membershipsin 
‘Final Stretch 


Pittsburgh and Detroit 
in Lead as Last Month 
of Campaign Starts 





April 1st marks the start of 
the home stretch in the annual 
membership campaign among 
the affiliated N.A.C.M. associa- 
tions. The awards which are 
to be made at the National 
Convention in Richmond next 
June in the five classes will be 


determined by the standing 
credited to each Association 
after April 30th. All new 


memberships in order to be con- 
’ sidered in this annual race must 
be received at the New York 
office by that date or notification 
of the memberships must be 
postmarked on that date. 

At the present time, as the 
race turns into the straight 
away for the final dash, De- 
troit and Pittsburgh are in a 
neck-in-neck race for leader- 
ship in Class A. However, 
New York and Los Angeles 
have a way of coming up from 
behind in the straight away 
stretch and giving an extra 
spurt in the last few yards be- 
fore the tape. San Francisco 
also has been doing some excel- 
lent work on membership and 
plans to spring a surprise be- 
fore the month is over. 

At the start of the month 
Seattle was well out in the lead 
in Class B, although St. Louis 
is making an excellent showing 
and has a well-trained relay 
squad ready for the final 
stretch. A long list of excel- 
lent prospects is being worked 
this month in St. Louis and the 
result of this effort, undoubt- 
edly, will put the metropolis of 
the mid-Mississippi area well 
in the running for the prize. 

The contest in Class C will 
be a close one this year as in 
previous years. Richmond, the 
Convention city, is out to cap- 
ture the cup this year but is 
finding stiff opposition by the 
Indianapolis Association. Cin- 
cinnati also is showing excel- 

| lent results on a well worked 








out membership campaign and 
notifies the National office that 
it is still a contender in Class 
C. Others having a chance in 
this division are: Omaha, 
Grand Rapids, Providence and 
Rochester. 


At the start of the month it | 


looked like anybody’s race in 
Class D. Wichita and Sioux 
City were out in front with San 
Diego and Syracuse well up 
towards the top. 

Nashville, Tenn., has held the 
lead for several weeks in Class 
E, although Tampa, Waterloo, 
Oshkosh and Terre Haute, are 
all going strong on membership 
campaigns and may top Tennes- 
see before the race is over. 

As pointed out in a previous 
report on the 1935-36 member- 
ship campaign, it is again 
worthy of note that every 
association having a herd of 
Zebras as an adjunct of its 
membership campaign is show- 
ing a healthy increase in mem- 
bership this year. The report 
on March Ist by the Grand 
Zebratary indicated that seven- 
teen Zebra herds are now active 
is as many N.A.C.M. associa- 
tions and that these groups have 
a total of 561 active workers. 
This means that at least 561 
new members will have been 
obtained during the current 
campaign, for in order to win 
and hold a membership in a 
Zebra herd the member must 
secure a new member or obtain 
a reinstatement of an old mem- 
ber for his local association. 

It will be remembered that 
the Zebra groups started on the 
Pacific coast. Los Angeles now 
has a membership of upwards 
of 98 zebras; San Francisco 
more than 39; Seattle 35; Oak- 
land 30, and now comes Pitts- 
burgh after the Convention last 
year showing a Zebra roster of 
more than 60. 





Correspondence Clinic 
Held at New Orleans 





New Orleans, La—The 
Credit Education Committee of 
the New Orleans Credit Men’s 
Association sponsored a series of 
lectures on business letter writ- 
ing on March 23, 24, 25 and 26, 
under the supervision of Miss 
Aline E. Hower of St. Louis. 
While the letter writing course 
was sponsored by the Credit 
Education Committee, a large 
number of interested executives 
and employees of other depart- 
ments took advantage of the 
course of lectures. Secretary- 
Manager Charles Cobb, of the 
New Orleans Association, in- 
formed us that the attendance 
at this series of lectures was 
the largest noted in any educa- 








Fielden Tells of ||NAMED NEW 


Credit Changes 
At Syracuse 


Syracuse, N. Y.—National 
Vice-President Paul Fielden of 
Worcester, Massachusetts, was 
the speaker at the dinner meet- 
ing of the Syracuse Association 
of Credit Men held on March 
10th. Mr. Fielden’s subject was 
“Commercial Credit and the 
New Deal.” The popularity of 
the Vice-President representing 
the Eastern area of the National 
Association was enhanced when 
a large number of the Syracuse 
Credit Men gave high praise 


to the thoughts presented in his 


excellent address. 


| 


Mr. Fielden outlined several | 


of the problems faced by com- | 
mercial credit men under pres- | 


ent day conditions. He pointed 
out that the real test of a credit 
executive is his ability to de- 
termine the true value of a 
credit risk before it is assumed 
by his house rather than his 





ability to collect money after the | 


order is shipped. 


He stressed especially the 


value of Central Credit Inter- | 


change information in this re- 


gard and also the necessity for | 


credit executives to have a com- 
plete and up-to-date picture of 
their customers in order that 
they might properly evaluate 
the credit risks presented to 
them. 





Oshkosh Speaker Urges 
Insurance as Valuable 


Back-stop for Credit | 


Oshkosh, Wis.—Credit men 
should take an interest in the 
insurance coverage of custom- 
ers as a matter of protection 
for the credit risk assumed, said 


C. W. Hutchinson, state agent | 


for the North British and Mer- 
cantile Insurance Company, in 


Men here on March 4th. 


Mr. Hutchinson, in the course 
ot his remarks, urged credit 
men to use the insurance state- 
ment form recommended by the 
National Association of Credit 
Men as a means of obtaining 
full information regarding the 
insurance coverage maintained 
by their customers. 


He made it a point that the | 
in this | 


information contained 
insurance statement was, in his 
opinion, quite as important as 
that of obtaining and filing a 


tional courses for several years. | financial statement blank. 






HEAD OF N.Y.C. 
"475°" CLUB 





New York City.—John L. 
Redmond, Vice-President of 
Crompton-Richmond, Inc., was 


elected President of the “475 
Club” (composed mostly of 
members of the New York 


Credit Men’s Association) at 
the annual dinner meeting at 
Cavanaugh’s on March 3rd. 
Mr. Redmond is first Vice- 
President of the New York 
Credit Men’s Association and a 
director of the National Asso- 
ciation. 

The “475 Club” is composed 
ef credit men who were active 
in the affairs of the national 
convention held in New York 
in 1926, at the time, William H. 
Pouch was named president. 
When it became known at the 
time of the National Convention 
in Washington, D. C. in 1925 
that the next convention would 
be held in New York a caucas 
of the New York delegates was 
called in Room 475 of the May- 
flower Hotel at Washington to 
begin immediate plans for the 
entertainment of the 1926 con- 
vention. The men enrolled at 
that time and others who took 
part in the promotion of the 
National Convention have con- 
tinued as a social group meet- 
ing once each year for a dinner 
meeting. 


Rules Wife May Be 
Heard at Hearing of 
Husband's Bankruptcy 


A ruling by the Third Fed- 
eral Circuit Court at Philadel- 
phia early in March may have 
a far-reaching effect on testi- 
mony which may be heard be- 
fore a bankruptcy court. 

It was decided in this case by 


In| Judge J. Warren Davis and his 
a talk before the Central Wis- | 


consin Association of Credit | 


ruling was concurred in by 
Judges Joseph Buffington and 
Victor B. Wooley, in the case 
of Max Sheinman, a jobber and 
retailer of dry goods, that a 
wife may be called upon to 
testify against her husband in 
a bankruptcy proceeding. In 
his ruling” Judge Davis said 
“the wife of the bankrupt may 
be examined and must answer 
proper questions touching the 
business transacted by her or to 
which she was a party in order 
to determine the fact of whether 
or not she has transacted’or has 
been a party to any business of 


| her husband, the bankrupt.” 








Watson Gets 
Signal Honor by 
Pacific Bank 


Los Angeles, Calif.—The 
many friends of R. W. Watson, 
immediate past president of the 
Los Angeles Association of 
Credit Men, and a prominent 
figure in the activities of the 
local association during the 
time the National Convention 
met here in 1934, are greatly 
delighted over the announce- 
ment by the Bank of America 
that Mr. Watson has been ad- 
vanced to have charge of the 
credit office of the Southern Di- 
vision of that large bank. 
Heretofore, Mr. Watson has 
been in charge of the credit 
office in District 6 of the Bank 
of America organization. 

In his new work Mr. Watson 
has a staff of about thirty han- 
dling loan adjustments, loan 
examinations, loan analysis and 
general credit work. The de- 
partment does not tie-in on new 
loan applications to a great ex- 
tent, other than assembling cer- 
tain data for the district credit 
offices. 

Friends of Mr. Watson are 
delighted that the chief officers 
of the Bank of America have 
selected him to have charge of 
the general credit department 
for the Southern Division of the 
bank. 

At the time of the Los An- 
geles Convention Mr. Watson 
was President elect and served 
as general arrangement chair- 
man for the convention. The 
large number of delegates who 
attended the convention will 
always remember the Los An- 
geles meeting with a great deal 
of fond remembrance of the ex- 
cellent entertainment provided 
by the Los Angeles Association. 


E.B. Moran MakesTwo 
Talks at Richmond, Va. 


Ed Moran, Director of the 
Service Bureaus of the Newark 
Association of Credit Men and 
President of the New York 
City Rotary Club, spoke at the 





March 17th meeting of the 
Richmond Association. _ Mr. 
Moran’s subject was “The 


Credit Executive’s Place in In- 
dustry.” Mr. Moran also made 
a short address at the noon 
luncheon session of the Rich- 
mond Rotary club. Mr. Moran 
reports activities connected with 
the National convention next 
June are now under full steam 
within the convention Associa- 
tion. Committees are being or- 
ganized to handle various fea- 
tures of the convention work. 
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Praises Work of | 


Fraud Dept. in 
Chicago Case 
Canadian Tells of 


Tracing Goods 
for Recovery 





Much of the effort of the 
Fraud Prevention Department 
is carried on “under cover” in 
co-operation with the estab- 
lished authorities. The prose- 
cutors have welcomed this as- 
sistance but in many cases the 
public knows little of the ex- 
tensive effort of the NACM 
Fraud Prevention Department 
in many of these cases. A let- 
ter received from a Canadian 
oficial, Isaie Savard, of the 
customs department, tell how 
eficiently the Fraud Depart- 
ment operates. The instance 
mentioned in Mr. Savard’s 
letter resulted in convictions of 
two to long prison terms. The 
letter was addressed to cred- 
itors who had been defrauded 
by the men convicted: 

“Now that this important 
case has been successfully com- 
pleted, I would like you to 
know that the credit for trac- 
ing the seized merchandise back 
to the original sellers belongs 
to C. J. Scully, Director, Fraud 
Prevention Department, 1 Park 
Avenue, New York City, who, 
upon hearing of our case in 
Montreal and suspecting that 
the parties under arrest were in 
some way connected with the 
Foster Import & Manufacturing 
Company of Chicago, IIl., sent 
out questionnaires to all known 
creditors, which, when received 
by him duly completed, were 
forwarded to me for my infor- 
mation, and it was on compar- 
ing the goods under seizure with 
the descriptions given on said 


questionnaires that I was suc- | 


cessful in tracing these goods 
back to the defrauded sellers 
of same.” 





Schmidt Speaks at Lincoln 
Lincoln, Neb.—National Di- 
rector W. H. Schmidt of Des 
Moines, Iowa, was the speaker 
at the Dinner Meeting of the 
Lincoln Association of Credit 
Men at Hotel Cornhusker, on 
March 16th. Director Schmidt 


had just returned from a visit | 





at the national office and spoke | 
on some of the important fea- | 
tures of National Association | 


activities. This was one of the 
largest dinner meetings held by 
the Lincoln Association in re- 
cent months, 











LeeS. Buckingham, New York City 





Lee S. Buckingham was born 
in Cincinnati, Ohio and shortly 
thereafter moved to Tiffin, Ohio, 
where he attended grade school, 
high school and Heidelberg 
University, also located in Tif- 
fin, being graduated in 1914. 

The day after graduation he 
became an employee of the 
B. F. Goodrich Rubber Com- 
pany, in the treasury depart- 
ment. 

After being 
eight months, he was trans- 
ferred to the New York branch, 
where he stayed for six months. 
He was then transferred to the 
Philadelphia branch as As- 
sistant Credit Manager of the 
Philadelphia District. After a 
year in Philadelphia he was 
transferred to St. Louis as the 
Credit Manager of the St. 
Louis District. Remained in St. 
Louis for about a year and a 
half and was then transferred 
back to the New York division 
and made the Assistant Credit 
Manager. After another year 
he was made the District Credit 
Manager of the New York Dis- 
trict. 

The granting of credit in the 
rubber industry, from the first, 
was a hazardous one because of 
the very rapid growth of the 
business itself, but in 1917 the 
extension of credit became even 
more difficult, first due to the 
tremendous sales pressure for 
volume and the larger credits 


that were demanded on the part | 


of the customers, and also be- 
cause there was no credit con- 


Credit Career 





tact between the ten or eleven 
large tire manufacturers with 
the result that customers were 
playing one company against 
the other almost continually. 

Mr. Webster, Credit Man- 
ager of the Goodrich Tire and 
Rubber Company, and Mr. 
Buckingham organized the first 
Credit Group of tire manufac- 
turers for the United States. 
Semi-monthly meetings were 
held at which there were round 
table discussions on all credit 
problems and each member was 
allowed to bring up for clear- 
ance five names. At _ these 
meetings there was also cleared 
a sheet containing up to ten 
names submitted by each mem- 
ber for clearance. 

Each rubber company had a 
number so no names were used. 
This group found favor very 
rapidly because it was some- 
thing that was needed so very 
much in the rubber industry, 


| and it was not long before the 
| plan was in operation through- 


| out the country. 


It became a 


| very strong factor in the grant- 


in Akron for | 





ing of credit. 

About 1918 in his talks with 
the different banking men in 
New York City and particular- 
ly with Mr. M. Hadden Howell 
of the Chase National Bank of 
New York, Mr. Buckingham 
was asked to join the New 
York Credit Men’s Association. 
Mr. Howell requested him to 
serve on the Publications Com- 
mittee of which committee Mr. 
Howell was. then Chairman. 
He became a member of the 
committee, enjoyed the work 
very much. Of course, this 
work led to other Association 
work which he has always 
found very interesting, pleasant, 
and worth while. 

He remained with the B. F. 
Goodrich Rubber Company for 
a period of twelve years, but 
in April, 1926, became a Junior 
oficer in the Manufacturers 


| Trust Company at the Colum- 
| bus Circle branch. 
| later 
| Vice President. 


Two years 
he was made Assistant 


In November, 1930, he went 
with the Clinton Trust Company 
as a Vice President and was 
made President of that institu- 
tion in December, 1933. 


1935 Convention City Flooded 


Delegates attending the 1935 
NACM convention in Pitts- 
burgh have been distressed to 
learn of the great damage 
brought to that city in the re- 
cent floods. The Smithfield 





Cafe (situated about three 
blocks below the convention 
hotel was in the heart of the 
flooded “golden triangle” area. 
The Horn department store 


| across the street from the Smith- 








“C” Men Urged 
to Give Views 
About New Bill 


House Committee Now 
Considering Broad 
Bankruptcy Change 





(Continued from page 43) 


that submitted to the association 
last summer. 

The work of studying the 
Chandler Bill is now being car- 
ried on by the House sub-com- 
mittee. As soon as the sub- 
committee has finished its pre- 
liminary work another confer- 
ence will be held, it is expected, 
with the members of the Na- 
tional Bankruptcy Conference 
for discussion of such changes 
as might be found necessary. 

The National Bankruptcy 
Conference is made up of rep- 
resentatives of the American 
Bar Association, the Commer- 
cial Law League of America, 
the National Association of Ref- 
erees and the National Associa- 
tion of Credit Men, as well as 
representatives of some of the 
leading law schools of the coun- 
try. This conference has held 
a number of conferences during 
the past twelve months, and the 
report presented by the N. A. 
C. M. representatives at the 
start of the present session of 
Congress indicated that our 
members are, for the most part, 
in agreement with the general 
plan of the Chandler Bill. 
Henry H. Heimann, Executfve 
Manager; W. Randolph Mont- 
gomery, General Counsel; W. 
B. Layton, as Special Counsel, 
and Brace Bennett have taken 
part in the conferences on these 
proposed amendments to the 
Bankruptcy Act. 

The members of the House 
subcommittee on the study of 
the Bankruptcy Act are Hapton 
W. Sumners, Texas, chairman; 
Walter Chandler, Tennessee; 
James F. B. Duffy, New York; 
Charles F. McLaughlin, Ne- 
braska; Sam Hobbs, of Ala- 
bama; Randolph Perkins, New 
Jersey, and Earl C. Michener, 
Michigan. 


field Cafe, had several feet of 
water covering the main sales 
room. Most of the newspaper 
offices were in the flooded sec- 
tion. Damage in Pittsburgh will 
amount to millions, how many 
millions may not be known for 
weeks. 










































































































Seattle is Host 


toConferenceof 
No-Pacific Men 


Seattle, Wash—The annual 
Pacific Northwest Conference 
was held here on March 19th 
and 20th. Delegates coming 
from the following Pacific 
Northwest Associations were: 
Billington, Lewiston, Portland, 
Seattle, Spokane, and Tacoma. 
Henry H. Heimann, Executive 
Manager and P. M. Haight, 
National President were the 
two principal speakers at the 
closing banquet. 

Roy Colliton, Director of the 
Central Interchange Bureau, 
St. Louis and Owen S. Dibbern, 
Manager of Western Division, 
were also in attendance at the 
conference. 

The discussion during the 
two-day session indicated a re- 
vival of interest in credit 
methods and new develop- 


























































ments in financial and credit 
problems in the wholesale and 
industrial fields. 
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739 Munsey Building 






































“PROOF of the 
PUDDING--” 


....+-+ IS A TIME-PROVED ADAGE . . . THAT’S 
WHY WE’RE PARTICULARLY PLEASED BY 
THE FOLLOWING COMMENT IN A LETTER 
FROM A MEMBER OF THE ASSOCIATION AC- 
KNOWLEDGING A SERVICE RECEIVED FROM 
THE WASHINGTON SERVICE BUREAU: 


“*I feel that the service you have rendered 
us was worth far more than our yearly 
subscription to the association. In fact 
this service is one of the best ever put out 
for our class of trade, in my opinion.” 


THIS MEMBER OF THE NATIONAL 
ASSOCIATION OF CREDIT MEN—AND SCORES 
OF OTHERS—HAVE PROVED THE VALUE OF 
THIS NEW WASHINGTON SERVICE BY USING 


Washington Service Bureau 


National Association of Credit Men 


C. F. BALDWIN, Manager 


Jamestown to Be Host 
to Tri-State Session to 
Be Held Oct. 16-17 


Plans are now being formed 
for the annual session of the 
Tri-State conference of N. A. 
C. M. Associations in New 
York, Eastern Pennsylvania 
and New Jersey which will be 
held in Jamestown, N. Y. on 
October 16 and 17. A special 
committee from the Jamestown 
Association has been appointed 
to confer with counselors of 
the Associations in the confer- 
ence area to arrange plans. 
The members of the James- 
town committee are: Samuel J. 
Lasser, president of the James- 
town association; E. Edward 
Farrar, secretary; Lynn W. 
Eddy and Charles Laycock, 
manager of the convention 
bureau of the chamber of 
commerce. 


| CLASSIFIED ADS| 


Credit Man—ten years Textile ex- 
perience, three years Public Account- 
ing, college education, legal and ac- 
counting training, thirty years of 
age, married. Will leave New York 
for good position. Reply Box No. 1, 
care of Credit and Financial Man- 
agement. 

Credit Manager wishes important 
connection. Fifteen years experience 
foreign and domestic trade. Full 
charge of checking credits and_col- 


lections. Also Accountant and Office 
Manager. Neat executive type. 
Christian. Best recommendations. 


Reply to Box 2, Credit and Financial 
Management. 
















Washington, D. C. 








NEW ROOM NUM- 
BER FOR WASH- 


INGTON BUREAU 





The room number of the 
Washington Service Bureau has 
been changed to 939 Munsey 
Building, Washington, D. C. 
May we suggest that you post 
this number in your corre- 
spondence file so that any com- 
munication with the Washing- 
ton Bureau will be addressed 
to the proper number. 

C. F. Baldwin, manager of 
the Washington Service Bureau, 
reports that he greatly encouy-; 
aged over the large Aiumbessil 
requests for information ‘now 
being received from the 122 af- 
filiated associations in N.A.C.M. 

A report made by Mr. Bald- 
win to the annual meeting of 
the Board of Directors held in 
New Orleans in January indi- 
cated that his bureau had been 
exceptionally successful in serv- 
ing a large number of N.A.C.M. 
members during the first year 
of its operation. 





Shows How Losses on 
Accounts Cut Profits 





We are endebted to Harry 
W. Voss, Secretary-Manager of 
the Cincinnati Association of 
Credit Men, for the following 
rather startling picture of how 
credit losses affect business. 

“If the average profit on 
sales is 6%, an item that sells 
for $10.00 then would show a 
net profit of 60c. If payment 
is not received the merchant 
not only losses his 60c profit but 
$9.40 of cost also. This means 
that in order to recover that 
loss the dealer must sell $156.67 
worth of additional merchan- 
dise carrying 6% profit before 
he can break even. In other 
words, his overhead must pro- 
duce $166.00 worth of sales in 
order to meet the loss on one 
$10.00 account.” 





15 Years Ago 


It is interesting to note that 
the national magazine is now in 
its sixteenth year in its present 
enlarged form. 

Reference to the April 1921 
issue shows that William 
Walker Orr, now Executive 
Manager of the New York As- 
sociation of Credit Men, was 
Editor of the national magazine, 
and Rodman Hilder, Manag- 
ing Editor. 

The April 1921 issue devoted 
a considerable space to the an- 
nouncement of the national con- 
vention which was held in San 


When writing to advertisers please mention Credit © Financial Management 


46 


USJudgeLauds 
Fraud Verdict 
at Burlington 





Federal Judge Harland B. 
Howe in the U. S. Court at 
Burlington, Vermont, on March 
7th, said: 

“T think this is a righteous 
verdict. These defendants are 
worse than highwaymen. They 
would cut your throat or scuttle 
a ship. These men purchased 
an enormous amount of goods, 
shipped them out of the State, 
cut prices and pretended to be 
operating a legitimate whole- 
sale business.” 

Judge Howe’s remarks were 
made at the time he sent Van 
W. Raptis and George Raptis 
to terms of imprisonment of 
three years each and Thomas 
Karadimis for a period of two 
years, for their wrong doing in 
the operation of the Crystal 
Confectionery Company at Rut- 
land, Vermont. It was charged 
in the indictment against these 
men that they had violated the 
National Bankruptcy Act. 

The Fraud Prevention De- 
partment of the National Asso- 
ciation of Credit Men took an 
active part in tracing down the 
fraud charges in this case and 
co-operated with the Federal 
Bureau of Investigation of the 
Department of Justice, leading 
to the indictment of these three 
men and finally their conviction 
and sentence to Federal prison. 





Providence Hears of 
Levy Against Surplus 


Providence, R. I.—Dr. Chel- 
cie C. Bosland, associate pro- 
fessor at Brown University ad- 
dressed the Rhode Island Asso- 
ciation of Credit Men at the 
Narragansett Hotel on March 
5th. Dr. Bosland spoke of 
some of the features of the new 
administration plan to tax un- 
divided surplus earnings. He 
pointed out that in many of the 
so-called “heavy goods” indus- 
tries it was necessary to main- 
tain a larger surplus of undi- 
vided profits so as to guard 
against the ups and downs 
which, history teaches, come in 
cycles in their particular line of 
business. 





Francisco on June 14th-17th of 
that year. 

The lead article of the April 
1921 issue was written by W. 
R. Stevens, Credit Manager of 
the Hercules Powder Company, 
Wilmington, Delaware, who 
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Foreign Trade Will Be 
Discussed in National 
Program During May 17 





May 17th to 23rd will be 
observed in many sections of 
the United States as “National 
Foreign Trade Week.” The 
Chamber of Commerce of the 
United States is co-operating 
with the Foreign Trade Depart- 
ment of the National Associa- 
tion of Credit Men of Foreign 
Trade Bureaus in a large num- 
ber of Chambers of Commerce, 
foreign trade clubs and trade 
associations throughout the 
United States in promoting the 
interest attending this observa- 
tion. 

Local Associations desiring to 
take part in this nation wide 
observance in May may obtain 
facts about the program by 
writing to E. L. Bacher, Man- 
ager of Foreign Commerce De- 
partment, Chamber of Com- 
merce of the United States, 
Washington, D. C. 

Associations desiring to put 
on a foreign trade program 
during this week would do well 
to write to William S. Swingle, 
Director of the Foreign Depart- 
ment, National Association, 1 
Park Avenue, who will be glad 
to offer suggestions relative to 
speakers and general plans for 
a foreign trade program. 





Sam Ardron Serves on 
New Board to Assist 
Philadelphia _ Plants 


Philadelphia, Pa—Samuel 
Ardron, Jr., Secretary of the 
Credit Association of Eastern 
Pennsylvania, has been named 
a member of the Technical Ad- 
visory Council, affiliated with 
the industrial bureau of the 
Philadelphia Chamber of Com- 
merce. Other members of the 
committee are: Dean R. H. 
Fernald of the Towne Scientific 
School, University of Pennsyl- 
vania; Dr. V. S. Karabasz, pro- 
fessor of industry, University of 
Pennsylvania; Charles H. Eyles, 
president of the Poor Richard 
Club; C. M. Stroup, industrial 
bureau, Chamber of Commerce. 

The purpose of this Council is 
to co-operate with concerns es- 
tablished in Philadelphia to the 
end that their business opera- 
tions may be increased. This is 
one of the ideas developed by 
the Philadelphia Chamber of 
Commerce for the purpose of 
conserving the established in- 
dustries, as well as for obtain- 
ing new industries for the 
Quaker City. 








Credit Careers 





Fred Einecke, Terre Haute, 
Indiana 





Mr. Fred Einecke, Terre 
Haute, Indiana, is at the pres- 
ent time and has been for a 
great number of years a di- 
rector in the Terre Haute As- 
sociation of Credit Men, which 
he was instrumental in organ- 
izing in 1919. 

For the past thirty years, he 
has been connected with the 





Miller-Parrott Baking Co. of | 


Terre Haute, who are manu- 
facturers of Biscuits, Crackers 
and Bread. Their products are 
distributed throughout the states 








Cleveland Zebras in 
Spirited Contest for 
Membership Trophy 





Cleveland, Ohio.—The Zebra 
Herd of the Cleveland Associa- 
tion has been divided into sev- 
eral teams for the relay race for 
new members which will be 
conducted during the month of 
April. 

“Pop” Rice and members of 
his Blue Goose team are mak- 
ing wild boasts about how they 
are going to win the first prize 
in the membership contest. Les 
Stolte head of the Silver Streak 
Team and Charles Lonsdale of 
the Red Flash Team indicates 
that “Pop” Rice may have a few 
surprises before the end of the 
fiscal year. 

The March forum meeting 
held at the Hotel Statler on 
March 23 was addressed by 
Mr. Paul Delcher, Secretary of 
the First Central Trust Com- 
pany, Akron, Ohio, who talked 
on “The National Banking Act 
of 1935.” 

A large group of Cleveland 
Credit Men attended a meeting 
at Akron on March 19th and 
report a marked interest in dis- 
cussions on credit. 
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| continuously from 





of Indiana, Illinois and Ken- 


tucky. 
Mr. Einecke was connected 
with the McKeen National 


Bank of Terre Haute until 
1905, leaving this institution to 
assume the duties of Credit and 
Office Manager for the Miller- 
Parrott Baking Co. Later he 
was elected Assistant Secretary 
and Treasurer of this company, 
but still carries on in the ca- 
pacity of Credit Manager. 

The Miller-Parrott Baking 
Co. has the distinction of being 
the finest plant in the middle 
west and is recognized as a 
substantial asset to the com- 
munity. 

The local chapter of the Na- 
tional Association of Credit 
Men was organized through the 
efforts of Mr. Einecke in 1919 
and he has given generously of 
his time and energy in further- 
ing the work of the association 
ever since its inception. He 
served as President of the local 
association at two different 
times and as Vice-President for 
one year, as a director almost 
the begin- 
ning, and as State Counselor on 
several occasions. 

Mr. Einecke is a lover of out- 
door sports, particularly fishing 
and shooting. 


Credit Fraternity is 
Formed in Baltimore 
for Younger ‘‘C’’ Men 


Baltimore, Md.—The Credit 
Fraternity of Baltimore was or- 
ganized some three months ago 
for the purpose of bringing to- 
gether the younger persons con- 
nected with credit departments 
of members of the association. 
F. C. Bortner of Hynson, West- 
cott & Dunning, Inc., one of the 
Directors of the Baltimore As- 
sociation is President of the 
Credit Fraternity and Robert 
H. Teubner, American Sugar 
Refining Company, another Di- 
rector of the Baltimore Asso- 
ciation, is a member of the 
Board of Governors of the 
Fraternity. 

The organization grew out of 
a Bowling League which was 
sponsored by the association at 
the start of the Fall activities. 
The League has been bringing 
together some fifty or sixty per- 
sons connected with the various 
credit departments of member 
firms. One of the purposes of 
the Credit Fraternity is to pro- 
mote educational courses among 
the young men and women em- 
ployed in credit departments. 





Credit Men of 
Twin Cities at 
Joint Session 





Minneapolis, Minn.—Na- 
tional President P. M. Haight 
of New York was the main 
speaker at the March 27th 
meeting of the Minneapolis As- 
sociation of Credit Men held 
at the Leamington Hotel in 
Minneapolis. This was a joint 
meeting between the Minne- 
apolis and St. Paul Associa- 
tions. President Haight stopped 
in Minneapolis for this meeting 
on his return trip from a swing 
around the Pacific Coast asso- 
ciations. with Executive Man- 
ager Heimann. 

Mr. Haight’s address before 
the two twin city associations 
was “Forty Years of Progress.” 
In his address Mr. Haight re- 
viewed many of the highlights 
of the National Association dur- 
ing the forty years of its ac- 
tivity. 

The Twenty-first Annual 
Northwest Credit Conference 
will be held on April 18th at 
Grand Forks, North Dakota, ac- 
cording to an announcement by 


‘National Councilor A. L. Sau- 


sen. The Great Northern Rail- 
way is offering an exceptionally 
low rate for transportation 
leaving the twin cities on Fri- 
day night and returning Sunday 
morning. A large number of 
credit executives from _ the 
Minneapolis-St. Paul area plan 
to attend the Grand Forks Con- 
ference. The iocal members 
hope to repay the Grand Forks 
Association when it brought 
more than 50% of its member- 
ship to the conference meeting 
held in St. Paul last year. 





New York Forum 
Plans on Insurance 





The New York Association 
conducted an important Forum 
at Hotel Commodore on March 
24 at 7:30 p. m., when a dis- 
cussion of insurance coverages 
needed by wholesalers and 
manufacturers was led by Ju- 
lian Lucas, secretary of the Na- 
tional Association of Insurance 
Brokers. This Forum was the 
first of several such programs 
planned by the Insurance Group 
of the New York Association 
and is in line with the educa- 
tional program being fostered 
by the Insurance Group of the 
National Association. Similar 
forum sessions will be held by 
about twenty Associations be- 
fore the present fiscal year 
closes. 





Self Mailing— 


financial statement forms 


The standard Envelope style forms supplied by the National 
Association of Credit Men provide their own evidence of 
postal transmission when suspected fraud arises. Credit 
Executives find N ACM forms obtain more data for credit 
files and retain good will of customers. 


Form 5-W for Smaller Accounts iii litbiainaiaiccatiiaen 


Designed for customers who can give only a e= ene meneame tee eae 
minimum of financial information. Prices enentnpeperoneen rt gearingan mate ttaty 
(Postpaid). 

With Name 


Plain Quantity and Address 
$4.00 


6.75 
10.00 
15.50 ... 
18.00 
21.35 


= asente (describe) not current (deecribe) 
. ||| +}——__— 
25.50 . iJ ae tedeb Cpl © 
(i corp. Gra 
| | Y roratowr wort AND UABLITIES) ad 


AVERAGE MONTHLY SALES FOR CASH.. 
AVERAGE MONTHLY SALES ON CREDIT $ 
Your terme of sale 
Amount of notes or acceptances checounted or wold $ 
What amount of werchandset do you bold on com 
What amount of machinery or equipment « beid under condstomal ale” $ ‘(Balnnce 
per manth) | mechinery or equipment » under lease contract, state amount of monthly payment $ 

mG Ott eee 
lf Dumaneme prema are lensed to pou, state 


VN ONY dWVv1s ‘a104 isn 


G3auINOSY SI 3dOIZANZ ON 


STATEMENT OF FINANCIAL CONDITION OF. 











Form 4-E Provides Full Data 


Also shows condensed operating statement. 
Many use this form as standard. Prices 
(Postpaid). 
With Your 
Quantity 


No order smaller than 250 accepted 
when name and address are desired. 


Forms Department 
National Association of Credit Men 
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